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PRESIDENT'S  LETTER  OF  TRANSMITTAL 

To  the  Congress  of  the  United  States: 

I  am  transmitting;  herewith  the  Tenth  Semiannual  Report  on  the  operations 
of  the  Mutual  Security  Program,  for  the  period  January  1,  1956  through  June 
30,  1956. 

The  accomplishments  during  this  six-month  period  under  this  program  of 
mutual  effort  have  further  advanced  the  security,  the  economic  progress  and  the 
well-being  of  the  United  States  and  our  partners  in  the  free  world. 


/CJ   (_jLS-y-L^i~Z^JLf-<^^.  A^O^s^ 


The  White  House, 
September  20,  1956 
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SECTION  I 


Highlights  of  the  Half- Year 

January-June  1956 


'l^HIS  tenth  semiannual  report  on  the  mutual 

security  program  describes  in  four  sections 
some  of  the  main  aspects  of  operations  in  the 
six-month  period,  January-June  1956. 

The  first  section  discusses  certain  broad  con- 
siderations in  planning  mutual  security  programs, 
and  goes  on  to  point  out  major  developments  in 
our  collective  security  arrangements,  new  actions 
taken  hi  joint  economic  and  technical  cooperation 
programs,  and  measures  effected  to  streamline  and 
strengthen  management  procedures. 

Section  II  summarizes  the  ways  in  which  funds 
were  used  both  in  the  six  months  and  for  the  entire 
1956  fiscal  year,  as  weU  as  how  our  agricultural 
surpluses  were  geared  into  program  operations. 

Section  III  describes  how  various  mutual  se- 
curity operations  in  newly  developing  countries 
combine  to  strengthen  the  contributions  of  those 
countries  to  free  world  defense  and  economic  and 
political  stability. 

Section  IV  deals  with  such  phases  of  the  mutual 
security  program  as  the  encouragement  of  Ameri- 
can private  investment  overseas,  the  participation 
of  American  small  business  and  U.  S.-flag  vessels, 
and  the  United  States  role  in  multilateral  pro- 
grams of  assistance. 

Factors  Affecting  Mutual  Security 
Policies 

The  basic  reasons  for  the  mutual  security 
program  are  clear.  They  have  been  spelled  out 
many  times  in  previous  semiannual  reports  and 
discussed  thoroughly  and  extensively  by  the 
President,  the  Secretary  of  State,  and  various 
Congressional  committees.  Summed  up  in  one 
sentence,  the  program  rests  on  the  simple  and 
hard  fact  that  United  States  long-term  security 
and  welfare  are  inseparably  interwoven  with  the 
security  and  welfare  of  other  free  nations  just  as 


their  security  and  welfare  are  tied  in  with  ours. 
The  reasons  why  it  is  in  the  best  interests  of 
the  United  States  to  carry  on  the  cooperative 
military  and  economic  effort  with  other  inde- 
pendent nations  were  reiterated  in  March  by  the 
President  in  these  words:  ' 

".  .  .  because  there  are  still  nations  that  are 
eager  to  strive  with  us  for  peace  and  freedom  but, 
without  our  help,  lack  the  means  of  doing  so. 
".  .  .  because  there  are  still  forces  hostile  to 
freedom  that  compel  the  free  world  to  maintain 
adequate  and  coordinated  power  to  deter  aggres- 
sion. 

"...  because  there  are  still  peoples  who  aspire 
to  sustain  then-  freedom  but  confront  economic 
obstacles  that  are  beyond  their  capabilities  of 
surmounting  alone. 

"These  facts  are  as  fundamental  to  our  own 
security  and  well-being  as  the  maintenance  of  our 
own  armed  forces." 

Mutuality  of  Effort 

One  point  should  be  strongly  underlined.  The 
"mutual"  element  in  the  mutual  security  plan 
is  the  key  to  the  achievement  of  the  "security"  it 
seeks.  By  pooling  its  particular  capabilities  and 
resources  and  working  in  concert  toward  common 
goals,  each  nation  participating  in  the  program 
can  achieve  far  more  in  terms  of  true  military 
and  economic  security  than  it  could  obtain  solely 
through  its  own  efforts,  and  at  considerably  less 
cost  to  itself.  This  applies  as  well  to  the  United 
States  as  to  the  other  nations  in  the  program. 

The  concept  of  mutuality  in  our  program 
operations  is  illustrated  by  the  following  facts: 

►  During  the  six  years  of  the  NATO  defense 
buildup,  European  NATO  nations  have  paid 
for  85  percent  of  the  total  cost;  they  have 

1  From  the  President's  message  to  Congress  on  the  mu- 
tual security  program,  March  1956. 
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supplied  60  percent  of  the  materiel  used  by 
European  NATO  forces;  and  they  have 
provided  the  bulk  of  the  manpower  assigned 
or  earmarked  to  NATO  commanders. 

►  In  addition  to  men  and  funds,  nations  in 
Europe  are  furnishing  bases  and  facilities  for 
United  States  troops  stationed  abroad.  A 
large  number  of  these  bases  and  facilities  are 
being  provided  under  the  NATO  infra- 
structure program  to  which  the  United 
States  has  contributed  about  38  percent  of 
the  cost.  To  date,  over  140  airfields  have 
been  constructed  under  this  program,  many 
of  which  are  occupied  by  units  of  the  United 
States  Air  Force.  In  time  of  emergency,  all 
these  bases  and  facilities  will  be  available  to 
us.  Without  these  bases,  the  effectiveness  of 
our  principal  deterrent,  our  nuclear  retaliatory 
power,  would  be  seriously  impaired. 

►  European  countries  generally  are  maintaining 
their  defense  expenditures  at  a  high  level. 
In  1954  and  1955,  these  expenditures  aver- 
aged about  $12  billion  a  year,  only  a  moderate 
decline  from  the  postwar  peak  of  $12.8  billion 
in  1953.  Total  defense  expenditures  for 
NATO  countries  are  again  rising  and  are  now 
estimated  to  be  running  at  a  rate  of  $13  billion 
annually;  United  States  military  assistance 
furnished  to  these  countries  amounted  to 
$1.9  billion  in  1955. 

►  In  the  Middle  East  and  South  Asia,  the  major 
portion  of  United  States  military  assistance 
goes  to  four  countries — Greece,  Turkey,  Iran, 


and  Pakistan.  Defense  expenditures  of  these 
countries  in  the  1956  fiscal  year  are  estimated 
at  substantially  more  than  double  the  value 
of  military  aid  delivered  by  the  United  States. 
Greece  and  Turkey  are  making  their  military 
contributions  to  NATO.  Iran,  Pakistan  and 
Turkey,  as  members  of  the  Baghdad  Pact, 
have  assumed  responsibility  in  the  collective 
defense  of  the  Middle  East  area,  so  vital  to 
the  interests  of  the  United  States  and  other 
Western  nations. 

►  In  the  Far  East,  South  Korea,  Taiwan  and 
free  Viet  Nam  are  devoting  50  to  60  percent 
of  their  budgetary  expenditure  to  defense, 
maintaining  large  military  forces  to  guard 
that  important  area  against  Communist  ag- 
gression. United  States  contributions  of  mil- 
itary items  and  economic  assistance  enable 
those  nations  to  place  their  forces  in  strategic 
positions  for  the  defense  of  the  free  world. 

►  While  the  United  States  is  contributing  a  por- 
tion of  the  financial  resources  as  well  as  the 
technical  advice  required  for  economic  de- 
velopment, generally  the  bulk  of  the  invest- 
ment is  provided  by  the  participating  coun- 
tries themselves.  For  example,  the  United 
States  contribution  to  India's  first  five-year 
plan  has  been  about  six  percent  of  the  total 
expenditure  involved.  In  the  1956  fiscal  year, 
the  Philippines  Government  contributed  more 
than  70  percent  of  the  total  cost  of  joint 
economic  development  projects  in  which  the 
United  States  participated. 

►  In  Latin  America,  where  technical  cooperation 
is  the  most  widespread  element  of  the  mutual 
security  program,  United  States  obligations 
of  $27  million  for  joint  technical  cooperation 
projects  in  fiscal  year  1956  have  been  com- 
bined with  host  countries'  own  contributions 
of  about  $50  million  in  currencies  and  an 
additional  $23  million  in  goods  and  services. 

Action  on  the  Program 
For  Fiscal  Year  1957 

In  order  to  move  ahead  rapidly  with  the 
mutual  security  program  outlined  for  fiscal  year 
1957,  the  Department  of  Defense  and  the  Inter- 
national Cooperation  Administration  set  in  mo- 
tion earlier  than  usual  the  necessary  measures  to 
enable  projects  and  shipments  of  goods  to  go  for- 
ward immediately  after  Congress  completed  the 
appropriations  for  the  new  fiscal  year.    In  view  of 


past  difficulties  in  completing  the  several  stages 
between  program  planning  and  obligation  of  funds 
within  the  limitations  of  time  set  by  legislation,  it 
was  felt  that  such  action  should  be  taken  even 
though  later  adjustments  might  have  to  be  made  in 
light  of  the  appropriations  ultimately  authorized. 
I"'  The  final  appropriation  of  approximately  $3.8 
billion  for  the  entire  mutual  security  program  was 
about  $1.1  billion  less  than  the  amount  originally 
requested  by  the  Executive  Branch.  The  bulk  of 
the  reduction  was  in  the  programs  for  direct  mili- 
tary assistance ;  funds  approved  for  these  programs 
were  about  one-third  below  the  level  requested. 
This  reduction  makes  it  necessary  to  review  the 
entire  military  assistance  program  in  order  to 
insure  that  the  funds  made  available  will  be  ap- 
plied to  meet  the  most  urgent  requirements.  As 
presented  to  Congress,  the  program  was  designed 
to  provide  primaril}"  for  the  maintenance  of  ex- 
isting forces  and  the  protection  of  our  previous 
investment  in  the  military  buildup  abroad.  In 
addition,  funds  were  requested  to  strengthen  iur- 
ther  the  military  forces  in  certain  critical  countries 
and  to  provide  advanced  weapons,  particularly 
for  our  NATO  allies.  The  flexibility  with  which 
available  funds  can  be  applied  to  meet  these  re- 
quirements is  limited  because  a  number  of  con- 
tinuing costs,  such  as  packing  and  transportation 
on  current  deliveries  as  well  as  the  costs  of  meeting 
certain  commitments  for  additional  military 
buildup,  must  be  covered  before  funds  can  be 
allotted  for  maintenance  of  existing  forces  or  the 
development  of  advanced  weapons  programs.  As 
a  result,  these  latter  requirements  will  be  more 
than  proportionately  affected  by  the  reduction. 
With  regard  to  the  other  components  of  the 
mutual  security  program — defense  support,  de- 
velopment assistance,  technical  cooperation,  and 
other  forms  of  nonmilitary  support — appropriated 
funds  were  only  slightly  less  than  the  amount 
requested.  While  mutual  security  legislation  for 
fiscal  year  1957  does  give  the  President  some 
additional  authority  to  meet  special  situations,  it 
does  not  provide  the  flexibility  requested  for  the 
pin-pose  of  dealing  effectively  with  rapidly  chang- 
ing and  unpredictable  events,  especially  those 
stemming  from  the  new  Soviet  strategy.  The 
ability  to  make  the  best  use  of  program  funds  in 
meeting  United  States  objectives  may  be  hampered 
by  such  factors  as  the  lack  of  authority  to  make 
long-term  commitments,  mandatory  provisions  for 
the  use  of  loans,  and  limitations  on  the  period 
during   which   funds   are   available    and    on    the 


amounts  that  may  be  obligated  during  the  last 
two  months  of  the  fiscal  year. 

Reappraisal  of  Program  Direction 

While  the  fundamental  objectives  of  the  mutual 
security  program  remain  clear  and  unchanged, 
several  important  developments  have  unfolded  in 
the  last  year  or  so  which  bear  directly  on  the 
methods  and  techniques  we  are  using  to  achieve 
those  objectives.  As  they  affect  mutual  security 
operations,  these  developments  center  around  two 
main  points.  One  concerns  the  rising  cost  of 
building  and  maintaining  a  modern  military 
establishment  in  participating  countries  and  the 
growing  competition  between  defense  claims  on  a 
nation's  resources  and  the  claims  of  economic 
growth.  The  other  concerns  the  Soviet  "new 
look",  their  growing  industrial  strength,  and  the 
expanded  economic  activities  of  the  Sino-Soviet 
bloc  in  the  Near  East,  South  and  Southeast  Asia, 
and  other  strategic  parts  of  the  world. 

These  two  considerations  have  raised  a  number 
of  questions  on  adapting  the  mutual  security 
program  to  meet  the  issues  that  have  grown  out  of 
new  circumstances.  The  questions,  in  turn,  in- 
volve a  series  of  complex  problems,  few  of  which 
have  an  easy  or  pat  solution.  There  is  the  prob- 
lem for  example  of  keeping  a  proper  balance 
between  the  military  and  economic  components  of 
the  mutual  security  program.  In  certain  cases, 
there  is  unfortunately  no  satisfactory  alternative 
to  the  maintenance  of  large  and  powerful  but 
expensive  forces.  It  would  be  foolish  for  instance 
to  let  down  our  guard  in  Europe,  Korea,  Taiwan, 
and  free  Viet  Nam.  However,  even  accepting  the 
necessity  of  maintaining  adequate  strength  in 
those  areas,  we  must  consider  to  what  extent 
existing  military  forces  should  be  modernized, 
and  how  much  of  a  military  burden  the  economies 
of  the  participating  countries  can  stand. 

There  is  also  the  problem  of  the  impact  of 
sharply  stepped-up  Soviet  economic  efforts  in  the 
free  world's  newly  developing  countries.  In 
directing  ourselves  to  this  problem,  we  come  up 
against  a  host  of  related  questions.  Should  the 
program  be  enlarged?  Should  it  be  given  greater 
flexibility  to  meet  the  new  Soviet  economic 
tactics?  How  much  can  other  countries,  particu- 
larly in  Europe,  contribute  to  the  progress  of  less 
developed  areas?  How  much  assistance  can  these 
areas  effectively  absorb?  Should  we  give  greater 
stress  to  short-term  projects  of  popular  appeal  or 
continue  to  emphasize  long-range  projects  whichf 
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though  basic  to  economic  improvement,  may  excite 
less  popular  interest?  To  what  degree  might  it  be 
effective  to  provide  more  assistance  through  multi- 
lateral channels  and  less  through  our  bilateral 
programs?  Can  our  economic  assistance  be  put 
on  a  loan  basis  to  a  greater  extent  or  would  the 
widening  of  loan  activities  and  the  softening  of 
their  terms  be  self-defeating? 

Several  intensive  studies  of  the  mutual  security 
program  are  planned  or  under  way  in  an  effort  to 
find  answers  to  these  difficult  questions.  The 
results  of  these  various  studies  should  insure  that 
mutual  security  operations  in  the  coming  years 
will  be  conducted  in  a  manner  which  will  bring 
maximum  returns  to  the  American  people  and 
provide  our  free  world  partners  with  the  most 
effective  kind  of  military  and  economic  coopera- 
tion. 

Developments  in  Collective 
Security- 
NATO 

In  the  first  six  months  of  1956,  emphasis  on  the 
role  of  modern  weapons  in  NATO  defense  planning 
was  intensified,  and  new  efforts  were  made  to 
broaden  activities  of  the  Atlantic  community  in 
nonmilitary  fields. 

Keeping  NATO  Military  Planning  Up-to- 
Date — In  view  of  the  increasing  nuclear  capa- 
bilities of  the  Soviet  Union  and  the  rapid  develop- 
ment of  new  weapons  available  to  both  NATO  and 
the  Communist  bloc,  NATO  has  been  actively 
engaged  in  adapting  its  defense  planning  to  the 
gradually  evolving  concepts  of  modern  warfare. 
During  the  first  sLx  months  of  1956,  NATO  pressed 
on  with  plans  to  achieve  greater  employment  of 
modern  weapons  and  techniques,  more  dispersal 
of  supply  installations  and  military  formations, 
and  more  numerous  but  simpler  airfields  serving 
fewer  planes  each. 

Inasmuch  as  radical  changes  in  military  tactics 
and  strategy  can  be  accomplished  only  through 
an  evolutionary  process  of  study  and  experiment, 
the  full  development  of  the  new  NATO  defense 
concepts  depends  upon  guidance  from  those 
countries  most  advanced  in  military  planning  and 
techniques.  As  part  of  their  contribution  to 
NATO,  the  United  States,  the  United  Kingdom 
and  France  have  indicated  that  they  will  make 
available  to  NATO  military  authorities  the  results 
of  their  testing  of  changes  in  organization  and 
tactics    caused    by    the   introduction    of    today's 


weapons.  In  addition,  the  United  States  is  already 
providing  some  information  on  certain  types  of 
new  weapons  and  will  furnish  the  NATO  military 
authorities  with  atomic  information  in  accordance 
with  the  provisions  of  the  NATO  Atomic  Informa- 
tion Agreement  which  came  into  force  on  March 
29,  1956.  Such  information  will  help  the  NATO 
commanders  in  planning  and  advising  NATO 
governments  on  the  organization  and  training  of 
their  forces. 

Following  procedures  worked  out  late  in  1955 
and  with  the  benefit  of  extensive  discussions  held 
in  Paris  during  February  on  problems  encountered 
in  adapting  to  the  "new  look",  several  of  the 
NATO  governments  are  now  reviewing  their  own 
defense  plans  with  the  assistance  and  advice  of 
NATO  military  authorities  and  the  NATO 
International  Staff.  In  line  with  this,  the  pro- 
cedures for  this  year's  NATO  Annual  Review  of 
the  countries'  defense  efforts  have  been  somewhat 
modified  to  take  such  studies  into  account  and 
to  provide  more  effective  guidance  to  member 
governments. 

The  United  States  is  also  making  a  major  con- 
tribution to  the  modernization  of  NATO  forces  by 
continuing  to  provide  American  forces  in  Europe 
with  the  latest  weapons  on  an  increasing  scale. 
New  Nike,  Corporal,  Honest  John  and  Matador 
missiles,  all  with  an  atomic  capability,  and  super- 
sonic fighters  such  as  the  F-100  Super  Sabres 
have  constituted  important  additions  to  NATO 
defensive  strength. 

Concurrently,  the  United  States  is  adjusting  its 
mutual  security  program  to  provide  some  of  the 
more  advanced  weapons  to  European  NATO 
forces.  Advanced  weapons,  as  the  term  is  here 
used,  include  that  large  number  of  weapons  de- 
veloped subsequent  to  World  War  II,  the  tech- 
nologically advanced  nature  of  which  has  sig- 
nificantly altered  the  science  of  warfare.  Nuclear 
materials  are  not  included  in  this  program.  Spe- 
cifically included  are  recent  types  of  supersonic 
aircraft,  missiles,  and  electronic  systems.  These 
weapons  are  designed  to  give  warning  of  aggres- 
sion and  to  repel  it  and  will  substantially  bolster 
the  deterrent  and  defensive  capabilities  of  NATO. 
Substantial  orders  for  advanced  weapons  were 
placed  in  the  first  six  months  of  1956  to  start 
procurement  of  items  requiring  many  months  to 
produce. 

Neiv  Emphasis  on  Nonmilitary  Activities — 
The  first  six  months  of  1956  saw  a  concentration  of 
interest  within  NATO  on  the  nonmilitary  aspects 
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of  the  Alliance.  Secretary  Dulles  in  April  pointed 
out  the  need  to  carry  forward  the  development  and 
strengthen  the  unity  of  the  Atlantic  community, 
particularly  in  light  of  the  shifting  tactics  of 
international  Communism.  Furthermore,  he  made 
it  clear  that  the  United  States  was  prepared  to 
work  toward  and  support  positive  action  in  that 
direction. 

The  North  Atlantic  Council,  meeting  in  Paris  in 
May,  affirmed  that  the  collective  defense  efforts 
of  the  NATO  countries  had  successfully  deterred 
Soviet  aggression  in  Europe  and  had  contributed 
to  the  adoption  by  the  Soviet  Government  of  the 
present  so-called  policy  of  co-existence.  While  the 
Foreign  Ministers  of  the  member  countries  recog- 
nized that  it  would  be  perilous  to  assume  that  the 
military  threat  was  past,  they  felt  that  the  shift 
in  Soviet  tactics  from  violence  and  the  threat  of 
violence  to  stepped-up  political,  economic,  and 
cultural  penetration  also  posed  a  dangerous,  though 
less  obvious,  threat  to  free  world  interests.  They 
agreed  that  the  new  look  in  Soviet  policy  neces- 
sitated greater  consultation  and  cooperation 
among  the  NATO  allies  in  developing  and  carry- 
ing out  a  dynamic  and  flexible  policy  for  advancing 
NATO's  own  objectives.  It  was  felt,  moreover, 
that  greater  coordination  of  policy  and  action  of 
the  individual  NATO  countries  was  necessary  to 
strengthen  the  political  and  economic  institutions 
of  countries  which  have  recently  gained  their 
independence. 

Acting  to  meet  the  needs  of  the  present  situa- 
tion, the  NATO  Ministerial  Council  appointed 
a  Committee  of  Three,  consisting  of  the  Foreign 
Ministers  of  Canada,  Italy  and  Norway,  to  study 
and  advise  the  Council  on  waj~s  and  means  to 
improve  and  extend  NATO  cooperation  in  non- 
military  fields  and  to  develop  greater  unity  within 
the  Atlantic  community.  The  Committee  of 
Three  is  scheduled  to  make  specific  recommenda- 
tions in  the  fall  of  1956. 

The  United  States  strongly  backs  these  efforts 
to  advance  NATO  from  its  initial  phase  into  a 
broader  field  of  action  which  would  realize  more 
fully  the  potential  of  the  NATO  alliance.  As 
evidence  of  our  interest,  Senator  Walter  George 
has  been  appointed  as  the  President's  personal 
representative  to  NATO  to  help  this  undertaking. 

Current  efforts  to  broaden  the  NATO  relation- 
ship represent  an  endeavor  to  supplement,  rather 
than  substitute  for,  existing  defense  arrangements. 
The  maintenance  of  an  effective  and  progressive 
system  of  military  defense  retains  top  priority  in 


NATO.  Defense  activities  will  continue  to  absorb 
the  major  part  of  the  energies  and  resources 
devoted  to  the  Alliance.  The  principal  purpose 
of  current  moves  to  develop  the  nonmilitary 
aspects  of  the  Alliance  can  be  realized  only  if  the 
NATO  military  system  remains  strong  and 
vigorous. 

Baghdad  Pact 

Like  other  free  world  alliances,  the  Baghdad 
Pact  is  establishing  a  regular  system  of  collective 
defense  against  aggression  as  a  basis  for  promoting 
peace,  political  stability,  and  economic  well-being 
within  its  area.  In  addition  to  Turkey  and  Iraq, 
the  originators,  the  Pact  also  includes  Pakistan, 
Iran,  and  the  United  Kingdom.  During  the  first 
half  of  1956,  the  United  States,  though  not  a 
member,  further  demonstrated  its  support  of  the 
Pact  by  participating  in  some  of  its  important 
activities. 

Several  developments  occurred  during  the  six- 
month  period  at  separate  meetings  held  in  Tehran 
and  Baghdad  to  demonstrate  concrete  progress 
in  the  Pact's  second  year  of  existence.  The  or- 
ganizational structure  of  the  Pact  was  completed, 
and  specific  activities  were  assigned  to  its  various 
committees.  The  military  committee  of  the  Pact 
organization  reached  unanimous  agreement  on 
the  main  concepts  of  regional  defense  and  decided 
to  speed  all  additional  measures  necessary  to  build 
the  military  strength  of  the  member  countries. 
In  addition,  a  number  of  economic  studies  were 
initiated  in  recognition  of  the  close  interdepend- 
ence of  economic  and  military  measures  in  pro- 
moting area  security  and  peace. 

The  United  States  showed  its  active  interest  in 
the  Baghdad  Pact  in  a  number  of  ways.  At  the 
meeting  of  the  Pact  Council  at  Tehran  in  April, 
the  United  States  offered  to  expand  its  military 
cooperation  by  establishing  a  military  liaison 
group  at  the  Pact's  Baghdad  headquarters.  At 
the  same  meeting,  the  United  States  accepted  an 
invitation  to  join  in  the  discussions  of  the  economic 
committee  of  the  Pact  and  has  since  participated 
closely  in  work  of  the  various  special  subcom- 
mittees of  that  body.  In  addition,  the  United 
States  is  represented  on  the  counter-subversion 
committee  and  is  participating  in  combating 
Soviet-inspired  subversive  propaganda  and  other 
Communist  activities.  The  United  States  is  also 
assisting  in  the  staffing  of  the  Pact  secretariats. 

Besides  increasing  its  participation  in  the  organ- 
izational   activities    of    the    Baghdad    Pact,    the 


Review  of  troops  at  the  conclusion  of  SEATO's  "Exercise  Firmlink"  in  Bangkok,  Thailand.  Thai 
units  led  the  military  display  of  contingents  from  Australia,  New  Zealand,  the  Philippines,  the  United 
Kingdom  and  the  United  States. 


United  States  continued  to  provide  military  sup- 
port in  the  form  of  equipment  and  training  for 
the  defense  forces  of  Iran,  Iraq,  Turkey,  and 
Pakistan — all  of  whom,  in  addition  to  being  mem- 
bers of  the  Pact,  have  also  signed  military  assist- 
ance agreements  with  this  country.  Iran  and 
Pakistan  received  the  first  deliveries  of  jet  aircraft 
during  the  half-year  under  review,  while  a  variety 
of  other  types  of  materiel  such  as  artillery  and 
transportation  and  communications  equipment, 
continued  to  be  shipped  in  substantial  quantities 
to  the  Pact  area. 

SEATO 

The  Southeast  Asia  Treaty  Organization  has 
made  considerable  progress  in  both  its  civil  and 
military  activities.  The  SEATO  organizational 
framework  was  further  improved  in  the  half-year, 
and  SEATO  was  placed  in  a  stronger  position  to 
advance  the  security  and  general  development  of 
the    member    countries.     Pakistan,    the    Philip- 


pines, and  Thailand  comprise  the  Asian  members 
of  SEATO.  Other  members,  in  addition  to  the 
United  States,  include  Australia,  France,  New 
Zealand,  and  the  United  Kingdom.  Cambodia, 
Laos,  and  free  Viet  Nam,  although  not  members, 
also  fall  within  the  area  covered  by  the  treaty. 

The  first  extensive  joint  military  maneuver  of  I 
SEATO  member  forces  was  held  in  March  in  the 
Bangkok  area.  Labeled  "Firmlink",  this  exercise 
was  a  forerunner  of  other  combined  exercises 
which  will  be  conducted  in  order  to  improve  mili- 
tary cooperation  among  the  SEATO  nations,  j 
Participating  with  the  United  States  and  Thailand 
were  forces  from  Australia,  New  Zealand,  the 
Philippines,  and  the  United  Kingdom.  The  exer- 
cise was  well  coordinated  and  carried  out  with 
impressive  efficiency  for  an  initial  joint  effort  of 
such  magnitude. 

The  ability  of  Asian  SEATO  members  to  take  ' 
immediate  and  effective  defense  action  continues 
to  depend  heavily  on  United  States  military  sup- 
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port.  Military  equipment  and  weapons  sup- 
plied to  those  members  under  the  mutual  se- 
curity program  played  a  significant  role  both  in 
"Firmlink"  and  in  other  preparedness  measures 
within  SEATO  carried  out  during  the  half-year 
period.  Training  of  military  personnel  was  ex- 
panded both  in  numbers  being  instructed  and  in 
the  scope  of  technical  fields  covered. 

At  the  conference  of  SEATO  military  staff 
planners  held  at  Singapore  in  June,  the  partici- 
pants showed  an  encouraging  flexibility  in  con- 
sidering individual  national  interests  in  relation 
to  overall  SEATO  objectives.  Military  planning 
was  thorough  and  enhanced  SEATO 's  effective- 
ness as  a  deterrent  to  Communist  aggression  in 
Southeast  Asia.  Further  work  was  undertaken 
to  explore  additional  methods  to  improve  organ- 
izational procedures  and  standardize  equipment. 

There  was  progress  also  ha  SEATO 's  nonmili- 
tary  aspects  as  its  civil  organization  emerged  from 
the  preparatory  stage  during  the  first  half  of 
1956.  In  taking  basic  organizational  decisions  at 
their  Karachi  meeting  in  March,  the  Council  of 
Ministers  agreed  to  establish  a  small  interna- 
tional staff  to  provide  continuity  in  the  work  of 
SEATO.  In  addition  to  an  executive  secretariat, 
this  staff  will  include  a  research  service  center 
and  officers  in  public  relations,  economics,  and 
cultural  affairs.  Most  of  the  international  staff 
is  already  functioning,  housed  in  a  new  head- 
quarters building  provided  by  the  Government 
of  Thailand. 

New  Actions  to  Forward  Free 
World  Development 

A  number  of  positive  actions  were  taken  during 
the  six-month  period  under  the  mutual  security 
program  to  strengthen  the  economic  base  and 
accelerate  the  economic  progress  of  newly  devel- 
oping nations. 

Moving  Ahead  on  the  Karnafuli  Dam 
in  Pakistan 

A  $3.5  million  contract  was  signed  in  June  with 
an  American  engineering  firm  to  provide  con- 
struction designs,  operational  plans  and  training 
for  further  work  in  the  building  of  the  largest 
single  development  project  ever  undertaken  by 
Pakistan,  the  multipurpose  Karnafuli  Dam  in 
East  Pakistan  which  will  cost  some  $60  million. 
When  completed,  the  dam  will  provide  80,000 
kilowatts  of  low-cost  power  for  industrial   and 


home  use.  The  Karnafuli  project  will  help  flood 
control  and  make  possible  increased  production 
through  irrigation  and  drainage  to  alleviate 
Pakistan's  severe  food  shortages.  The  project 
wdl  also  make  accessible  1,000  square  miles  of 
virgin  forest  for  expansion  of  the  lumber  industry 
and  will  improve  navigation  of  the  Karnafuli 
River,  the  most  important  artery  of  travel  in  the 
area.  The  United  States  has  made  $12.7  million 
available  for  this  project,  and  Pakistan  has  spent 
the  equivalent  of  $10  million  for  equipment, 
excavation,  and  other  preparations.  Additional 
amounts  of  local  currency  and  foreign  exchange 
will  be  raised  as  major  construction  gets  under 
way. 

Joint  Program  Started  in  Ceylon 

At  the  request  of  the  Ceylonese  Government,  a 
joint  program  was  initiated  in  Ceylon  during  the 
half-year  to  help  that  country  develop  its  resources 
to  meet  the  needs  of  a  rapidly  growing  population. 
The  United  States  obligated  $4  million  in  develop- 
ment assistance  to  assist  in  exploiting  land  and 
water  resources  in  the  dry  zone  of  Ceylon,  includ- 
ing exploration  of  new  sources  of  water  there,  as 
well  as  for  procurement  of  rolling  stock  and  modern 
traffic  control  equipment  for  the  nation's  railway 
system.  In  addition,  almost  $900,000  in  technical 
cooperation  funds  has  been  obligated  for  American 
technicians  who  will  furnish  advisory  services  in 
agriculture,  industry,  technical  education,  and 
public  health. 

Vital  Road  Link  in  Cambodia 

A  contract  was  signed  in  April  with  an  American 
engineering  firm  in  connection  with  the  building 
of  a  road  in  Cambodia  between  Phnom  Penh,  the 
capital,  and  the  new  deep-sea  port  being  built  by 
the  French  at  Kompong  Som  on  the  Gulf  of  Siam. 

Cambodia's  coastline  has  been  generally  in- 
accessible, even  to  medium-sized  vessels;  only 
ships  of  less  than  2500  tons  could  navigate  up  the 
Mekong  River.  As  a  consequence,  Cambodia 
has  had  to  channel  most  of  its  imports  and  exports 
through  the  port  of  Saigon  in  free  Viet  Nam,  a 
procedure  which  has  resulted  in  high  shipping 
costs  and  expensive  delays. 

When  the  French  decided  to  build  a  deep-sea 
port  at  Kompong  Som,  the  United  States  agreed 
to  construct  the  necessary  road  link  with  Phnom 
Penh.  A  preliminary  survey  has  been  completed, 
and  the  necessary  blueprints  are  being  prepared; 
an  American  contractor  is  procuring  the  equip- 


ment  required  for  the  actual  construction,  expected 
to  begin  after  the  rainy  season. 

First  Development  Program  for  Nepal 

Economic  development  aid  was  extended  for  the 
first  time  in  Nepal  with  the  obligation  of  $1  md- 
lion  to  help  the  Nepalese  begin  development  of 
the  Rapti  Valley.  Nepal's  economy  has  been 
severely  handicapped  by  a  lack  of  transportation 
facilities  and  by  the  high  incidence  of  malaria 
which  has  confined  the  bulk  of  the  population  to 
the  few  valleys  which  are  relatively  malaria-free. 
The  Rapti  Valley  project  involves  construction  of 
a  fifty-mile  access  road  into  the  valley,  a  malaria- 
control  program,  and  land  and  soil  surveys. 
When  brought  under  irrigation,  the  valley  will 
provide  approximately  34,500  acres  of  land  for 
cultivation  and  settlement  of  landless  families 
and  will  contribute  substantially  toward  over- 
coming the  food  deficits  in  the  Katmandu  area. 

Encouraging  Air  Transport 
in  Afghanistan 

The  United  States  signed  an  agreement  with  the 
Afghan  Government  in  June  to  provide  $14.8 
million  for  the  development  of  Afghanistan's 
air  transport  facilities,  a  project  which  will  help 
overcome  the  obstacles  to  economic  progress  cre- 
ated by  the  country's  land-locked  position.  The 
funds  wfil  cover  costs  of  airport  construction  and 
improvement  as  well  as  finance  a  contract  with  a 
United  States  airline  to  help  the  Afghan  national 
airline,  Aryana,  in  its  management  and  operational 
problems.  This  project  will  enable  Afghanistan 
to  maintain  direct  and  efficient  air  service  to  the 
free  world  and  thereby  reduce  dependence  upon 
air  routes  through  the  Soviet  Union. 

Linking  ICA  Resources  with  Ex-Im  Bank 
For  Private  Investment 

ICA  and  the  United  States  Export-Import 
Bank  joined  together  in  a  coordinated  program 
for  facilitating  the  growth  of  private  industrial 
projects  in  the  Philippines.  Proceeds  from  the 
sale  in  the  Philippines  of  United  States  surplus 
agricultural  commodities  provided  under  Section 
402  of  the  Mutual  Security  Act  will  be  used  to 
meet  the  local  currency  requirements  for  indi- 
vidual projects.  Concurrently,  the  Export-Im- 
port Bank  will  assist  with  dollar  loans  to  import 
needed  equipment  from  the  United  States.  Thus 
ICA  is  combining  its  resources  with  other  financial 
assistance  available  in  the  United  States  to  stimu- 


late the  growth  of  sound  private  industrial  ven- 
tures that  fit  into  the  overall  plan  for  Philippine 
economic  development.  This  is  an  example  of 
an  ICA  policy  to  try  wherever  feasible  to  align 
its  program  with  resources  provided  by  other 
agencies. 

Programs  for  Regional  Development 
in  Asia 

Under  Section  418  of  the  Mutual  Security  Act 
of  1954,  as  amended,  a  President's  Fund  for  Asian 
Economic  Development  was  established,  and  $100 
million  was  appropriated  in  fiscal  year  1956  to 
remain  available  for  use  over  a  three-year  period. 
This  fund  was  designed  to  foster  regional  cooper- 
ation in  the  economic  growth  of  free  Asia.  The 
legislation  directed  that  preference  be  given  to 
projects  which  would  contribute  to  promoting 
greater  economic  strength  in  the  Asian  region  as 
a  whole,  or  two  or  more  countries  in  it.  Proposed 
projects  under  consideration  total  approximately 
$100  million;  $4.  4  million  was  obligated  in  fiscal 
year  1956. 

Asian  Nuclear  Center — A  major  project  under 
way  involves  the  proposed  establishment  of  a 
regional  nuclear  research  and  training  center,  first 
suggested  by  the  United  States  at  the  Colombo 
Plan  meeting  in  Singapore  in  October  1955.  As 
visualized,  the  center,  which  would  be  located  in 
the  Philippines,  would  be  a  major  facility  for 
research,  training,  and  development  of  practical 
application  of  atomic  energy  to  the  problems  of 
the  whole  area  of  free  Asia.  The  nuclear  research 
center  would  be  a  pioneering  venture  of  great 
significance.  Not  only  would  it  mark  a  new 
phase  of  aiding  atomic  development  activities  in 
Asia;  it  also  would  represent  a  pilot  effort  to 
achieve  the  close  cooperation  of  a  large  group  of 
countries  of  diversified  interests  and  cultures. 

In  April,  a  survey  team  of  top  American  scien- 
tists assembled  by  the  Brookhaven  National 
Laboratory  went  to  Asian  member  countries  of 
the  Colombo  Plan  to  obtain  a  first-hand  under- 
standing of  the  problems  involved  in  establishing 
and  operating  the  projected  regional  nuclear 
center.  The  Brookhaven  group  is  now  preparing 
its  report  of  recommendations  covering  the  cost, 
concept  and  actual  working  of  the  center.  This 
technical  report  will  be  used  in  developing  a  de- 
tailed proposal  which  the  United  States  plans  to 
present  at  the  December  1956  meeting  of  the 
Colombo  Plan  nations. 
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Other  Planned  Projects — Plans  for  a  number 
of  regional  transportation  and  communications 
projects  in  Asia  also  moved  ahead  during  the  first 
half  of  1956.  Such  projects  are  designed  to  attack 
the  serious  problems  which  arise  from  lack  of 
intercountry  communications  facilities  necessary 
to  economic  progress.  One  activity  currently  in 
the  operational  stage  is  a  detailed  engineering 
survey  of  a  regional  telecommunications  system 
for  Thailand,  Laos,  and  free  Viet  Nam  to  link 
these  countries  with  one  another  and  with  others 
in  Asia.  Another  project  under  active  considera- 
tion envisions  construction  of  road  and  rail  links 
between  Nepal  and  India  to  facilitate  expanded 
trade.  Projects  are  also  being  considered  for 
expanding  minerals  development  in  certain  of  the 
Asian  countries  in  order  to  increase  production  of 
ores  for  export  to  Japan.  Many  of  these  ores 
were  formerly  acquired  from  the  area  now  con- 
t  rolled  by  Communist  ( Ihina. 

Discussions  held  with  interested  countries  during 
the  period  have  led  to  the  development  of  plans  to 
establish  a  number  of  regional  training  and  demon- 
stration centers  throughout  the  Asian  area.  These 
centers  would  operate  in  such  fields  as  agriculture, 
fisheries,  forestry,  community  development,  and 
public  administration.  Such  regional  training  cen- 
ters will  increase  the  scope  and  efficiency  of  essen- 
tial economic  activities  and  also  do  much  to  pro- 
mote a  greater  spirit  of  cooperation  and  common 
interest  among  the  nations  of  the  area. 

Other  efforts  in  fostering  regional  cooperation 
are  being  made  through  such  organizations  as  the 
Colombo  Plan.  The  Colombo  Plan  Consultative 
Committee,  whose  life  was  extended  at  its  last 
meeting  to  1961,  has  represented  the  principal  in- 
ternational forum  in  which  the  United  States,  to- 
gether with  other  member  countries,  considers 
Asian  economic  development  problems  and  meas- 
ures to  solve  them.  Asian  members  of  the  Colombo 
Plan  were  consulted  during  the  period  by  a  scien- 
tific survey  team  in  connection  with  the  regional 
nuclear  center  discussed  above.  Preparations 
have  begun  regarding  the  forthcoming  meetings 
of  the  Colombo  Plan  Consultative  Committee  to 
be  held  in  Wellington,  New  Zealand,  during 
November-December  1956. 

Activities  in  Technical 
Cooperation 

The  number  of  American  technicians  in  the  field 
directly  employed   by  ICA   totaled  2,620    as  of 


June  30,  1956,  an  increase  of  143  since  December 
1955  and  one-tliird  more  than  two  years  ago. 
Under  the  program  of  training  foreign  technicians, 
over  4,700  technicians  from  other  free  world 
countries  came  to  the  United  States,  or  in  some 
cases  other  training  locations,  during  each  of  the 
last  two  fiscal  years.  Additional  technical  coop- 
eration contracts  were  placed  with  United  States 
universities  during  the  six  months.  At  the  end 
of  the  1956  fiscal  year,  52  American  universities 
held  81  contracts  for  undertakings  abroad  in 
38  countries. 

New  arrangements  were  also  made  during  the 
half-year  to  achieve  closer  coordination  between 
the  exchange  of  persons  activities  under  ICA 
programs  and  the  educational  exchange  program 
carried  out  by  the  Department  of  State.  In 
another  step  toward  more  effective  operations, 
the  first  five  of  a  proposed  series  of  contracts  with 
various  United  States  professional  societies  was 
signed.    Through  these  contracts,  the  societies  will 
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maintain  contact  with  foreign  technicians  trained 
in  the  United  States  under  the  various  technical 
cooperation  programs. 

New  Activities  Started 

A  number  of  new  technical  cooperation  projects 
were  begun  during  the  half-year  in  each  of  the 
major  fields  of  activity  in  which  the  program 
operates.     These  are  a  few  examples: 

Burma  Exchanges  Rice  for  United  States 
Technicians — Through  a  special  three-way  ar- 
rangement, Burma  will  be  able  to  use  its  rice  to 
pay  for  the  services  of  American  technicians. 
For  some  time,  Burma  has  been  interested  in 
hiring  American  technical  experts  but  has  been 
unable  to  obtain  the  dollars  with  which  to  pay 
them  because  Burma's  main  foreign  exchange 
earner,  rice,  has  no  market  in  the  United  States. 
To  solve  this  problem,  an  agreement  was  worked 
out  whereby  the  United  States  will  provide  the 
Burmese  Government  with  $1.1  million  worth  of 
American  technical  services  and  training  for  an 
equivalent  amount  of  Burmese  local  currency. 
The  United  States  will  use  this  local  currency  to 
purchase  Burmese  rice  for  shipment  to  Pakistan 
which,  with  American  rice  shipments,  will  relieve 
the  serious  food  shortage  in  that  country.  The 
American  technicians  are  expected  to  provide 
services  in  transportation,  river  development, 
economic  planning,  mining,  and  other  fields 
necessary  to  Burma's  economic  advancement. 
About  20  percent  of  the  dollar  proceeds  from  the 
$1.1  million  rice  sale  to  Pakistan  wdl  be  used  for 
financing  the  studies  of  Burmese  trainees  who  will 
be  sent  to  the  United  States. 

Expansion  of  Nuclear  Training — During  the 
first  half  of  1956,  mutual  security  funds  were 
transferred  to  the  Atomic  Energy  Commission  to 
finance  the  United  States  share  of  approved  re- 
search reactor  projects  in  Brazil,  Spain,  Denmark, 
and  the  Netherlands.  ICA  prepared  for  the 
expansion  of  the  President's  Atoms  for  Peace 
Program  hi  fiscal  year  1957  by  supplying  addi- 
tional technical  advisory  services  and  isotope  lab- 
oratory equipment.  Under  the  nuclear  training 
program,  some  140  scientists  and  technicians  from 
38  countries  of  the  free  world,  by  studying  practi- 
cal applications  of  atomic  energy  in  a  wide  range 
of  fields,  are  adding  to  their  knowledge  of  how  the 
atom  can  help  man's  economic  progress.  Examples 
of  such  applications  are:  in  industry,  the  detection 
of  wear  and  flaws  in  materials;  in  medicine,  treat- 
ment of  types  of  cancer  and  blood  diseases ;  and  in 


agriculture,  development  of  hardier  strains  of 
plants. 

Helping  to  House  Lebanese  Earthquake 
Victims — Early  in  March,  a  severe  earthquake  in 
Lebanon  completely  destroyed  10,000  houses  and 
heavily  damaged  as  many  others,  leaving  over 
30,000  persons  homeless.  The  Lebanese  Govern- 
ment was  confronted  with  the  problem  of  provid- 
ing new  shelter  before  the  cold  weather  set  in. 
Acting  upon  a  request  from  Lebanon,  ICA  sup- 
plied technical  and  financial  assistance,  and  pro- 
vided essential  building  materials  and  tools  for 
housing  construction.  Earthquake  resistant  col- 
umns and  roofs  were  furnished  under  a  contract 
arrangement,  standardized  plans  were  developed, 
and  an  organization  was  trained  to  assist  the  vil- 
lagers in  then  rebuilding  efforts.  There  is  a  good 
prospect  that  most  of  those  who  lost  their  homes 
last  March  will  have  shelter  before  winter. 

Teaching  English  in  Afghan  Schools — English 
is  becoming  the  second  language  in  Afghan  schools. 
In  February,  a  contract  was  signed  with  Teachers 
College,  Columbia  University,  to  assist  in  the 
training  of  teachers  of  English  for  schools  in 
Afghanistan;  twenty  American  specialists  are 
being  employed  to  instruct  Afghan  educators  and 
prepare  needed  teaching  materials  for  use  in 
Afghan  educational  institutions. 

Expanding  Community  Development  Pro- 
grams— During  the  six-month  period,  more  atten- 
tion was  put  on  the  community  development 
programs  which  an  increased  number  of  countries 
have  undertaken  to  raise  living  standards  in  their 
village  areas  and  create  a  widened  democratic 
base  for  local  government.  In  the  Philippines, 
where  such  a  program  was  launched  early  this 
year,  300  village  workers  are  already  in  training, 
and  15  road  projects  are  under  way.  In  Thailand, 
the  Prime  Minister  has  organized  an  Interminis- 
terial  Committee  to  plan  a  national  community 
development  program.  In  Indonesia,  President 
Sukarno  also  is  inaugurating  a  similar  program 
on  a  country-wide  scale.  In  addition  to  these 
examples,  marked  progress  has  already  been  made 
in  community  development  programs  in  India, 
Pakistan,  and  Iran. 

Building  Economic  Knowledge  in  Chile — 
The  University  of  Chicago  and  the  Catholic 
University  of  Chile  signed  an  ICA-financed  con- 
tract in  March  for  the  strengthening  of  facilities 
for  training  and  research  in  economics  in  Chile. 
The  $375,000  contract  provides  for  the  establish- 
ment of  a  three-pronged  program :  a  series  of  work- 


10 


:.<*. 


&x<, 


The  road  is  finished!  Villagers  who  built  a  new  road  between  their  village  and  the  market  place  as  part 
of  the  community  developmt  rut  program  in  Pakistan  brandish  their  tools  in  a  gesture  of  victory  over  the  old 
way  of  getting  their  bullock  carts  to  market. 


shops  and  seminars  related  to  basic  economic 
problems  of  Chile,  establishment  of  an  economic 
research  center  at  Catholic  University,  and  special 
research  and  training  at  the  University  of  Chicago. 

Strengthening  Economic  and  Fiscal  Plan- 
ning in  Thailand — Final  preparations  were  made 
to  send  an  economic  advisor  to  Thailand  to  aid 
the  Thai  Government  in  planning  for  national 
economic  development  and  in  formulating  sound 
budgetary  and  fiscal  policies.  An  American 
management-consultant  organization  is  also  work- 
ing with  the  Thai  Government  to  assist  in  improv- 
ing its  fiscal  management  practices  in  budgeting, 
accounting,  and  auditing. 

Joint  Education  Project  iit  India — By  the  end 
of  the  half-year,  negotiations  were  about  com- 
pleted to  aid  in  the  expansion  of  in-service  train- 
ing of  secondary  school  teachers  in  India  through 
a  cooperative  project  involving  the  Government 
of  India,  the  Ford  Foundation,  and  ICA.  Fifty- 
four  centers,  mostly  teacher-training  institutions, 
have  been  selected  for  this  project.     The  Ford 


Foundation  is  providing  a  national  director,  and 
a  deputy  director  for  each  of  the  centers.  The 
United  States,  through  ICA,  is  providing  library 
books  and  periodicals  for  each  center  and  has 
contracted  with  Ohio  State  University  to  supply 
four  qualified  teacher-trainers  to  help  develop  the 
program  of  instruction  and  supervise  its  imple- 
mentation. 

Aiding  Local  Private  Enterprise — As  part  of 
the  increased  emphasis  on  aiding  private  enterprise 
and  encouraging  private  investment  in  participant 
countries,  new  industrial  technical  centers  were 
established  in  Pakistan,  India,  Iran  and  Taiwan, 
and  agreements  for  the  establishment  of  such 
ccnleis  were  concluded  in  Turkey,  Guatemala, 
and  Costa  Rica. 

Projects  Brought  to  a  Successful 
Conclusion 

The  ultimate  aim  in  any  technical  cooperation 
project  is,  of  course,  for  the  participating  govern- 
ment to  continue  independently  to  operate  and 


397849— Se- 


ll 


Indonesian  nurses  receiving  instruction  at  the  Bandung  School  for  Nurse  Teachers,  developed  with 
U.  S.  assistance  under  the  technical  cooperation  program.  The  Indonesian  Ministry  of  Health  has  now 
assumed  complete  responsibility  for  the  school's  operation. 


finance  the  particular  undertaking  started — in 
other  words,  to  work  ourselves  out  of  a  job  with 
the  knowledge  that  the  job  will  be  carried  forward 
by  capable  hands. 

Several  activities  which  previously  had  been 
initiated  as  joint  projects  and  carried  forward  dur- 
ing earlier  stages  of  development  were  taken  over 
completely  by  the  cooperating  government  during 
the.  six-month  period.  In  the  Philippines,  for 
example,  the  Institute  of  Public  Administration, 
established  under  an  ICA  technical  assistance 
contract  between  the  University  of  Michigan  and 
the  University  of  the  Philippines,  is  now  operating 
without  major  assistance  from  the  United  States 
and  is  continuing  to  make  important  contributions 
to  the  improvement  of  Philippine  governmental 
operations.  Another  example  is  the  Bandung 
School  for  Nurse  Teachers  in  Indonesia,  originally 
established    and    developed    with    United    States 


assistance.  More  than  30  qualified  teachers  of 
nursing  have  now  been  graduated.  Eight  of 
these  have  had  additional  braining  in  the  United 
States  and  have  returned  to  important  posts  in 
the  school.  At  the  end  of  June  1956,  the  Indone- 
sian Ministry  of  Health  assumed  complete  respon- 
sibility to  continue  the  school  without  outside 
assistance. 

These  examples  of  projects  being  continued 
independently  by  cooperating  governments  add 
on  to  those  described  in  the  previous  semiannual 
report  which  cited  such  cases  as  the  Costa  Rican 
Government  assuming  the  complete  administra- 
tion of  the  agricultural  extension  service,  the 
Governments  of  Pakistan,  Iraq,  Jordan  and  Iran 
undertaking  responsibilities  for  carrying  out  locust- 
control  measures,  and  Liberia  taking  over  com- 
pletely some  of  the  technical  cooperation  projects 
in  marine  fisheries  and  cartographic  services. 
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Streamlining    Operations    and 

Management 

There  has  boon  a  continuing  and  systematic 
reappraisal  of  ICA  organization,  staffing,  program 
procedures,  and  working  relationships  within  the 
Department  of  State  and  with  other  agencies.  As 
a  result,  a  number  of  new  steps  were  taken  to 
streamline  management  procedures  and  gain  fur- 
ther economy  and  efficiency  in  carrying  out  the 
mutual  security  program.  The  following  are  some 
of  the  measures  which  were  instituted  during  the 
six-month  period. 

Further  Close-down  of  ICA  Activities  in 
Europe — With  the  virtual  elimination  of  eco- 
nomic programs  in  NATO  Europe,  ICA  closed  its 
offices  in  Norway,  Denmark,  Belgium,  and  the 
Netherlands  during  January-June  1956  and  pre- 
pared to  close  out  its  operation  in  Portugal  in  fiscal 
year  1957.  Moreover,  the  ICA  operating  staff 
was  reduced  in  Austria,  France  and  Germany, 
and  ICA  activities  there  were  merged  with  those 
of  the  American  embassies.  The  reorganization 
of  the  ICA  staffs  operating  in  those  countries 
reflects  a  sharp  reduction  in  ICA  responsibilities 
in  Europe. 

Evaluation  Program  Established — After  an 
extensive  study  of  methods  by  which  ICA  pro- 
grams in  some  70  countries  could  be  expertly  and 
regularly  appraised,  a  special  ICA  program  evalu- 
ation office  was  established  in  January.  Special 
evaluation  teams  are  being  made  up  of  senior 
officers  of  ICA  and  the  Department  of  State  to 
review  mutual  security  programs  and  operations 
at  first  hand.  They  will  direct  their  attention  to 
such  factors  as  the  continuing  validity  of  program 
objectives  in  a  particular  country;  whether  the 
elements  of  the  country's  program  are  in  balance; 
and  whether  those  elements  are  being  administered 
effectively  and  in  coordination  with  activities  of 
other  agencies,  such  as  the  United  Nations  and 
private  organizations.  Plans  call  for  an  evalu- 
ation of  each  country's  program  at  least  once 
every  two  years.  Program  evaluations  have 
already  been  made  in  two  countries,  Libya  and 
Lebanon. 


In  addition  to  the  survey  conducted  by  the 
program  evaluation  office,  fiscal  audit  and  man- 
agement appraisals  of  ICA  units  both  in  the  field 
and  in  Washington  are  to  be  made  on  an  expanded 
scale  by  an  internal  audit  staff  in  the  office  of  the 
controller. 

Centralization  of  Contract  Functions — A 
new  office  of  contract  relations  was  established  in 
March  1956  in  order  to  centralize  all  of  ICA's 
contracting  functions.  These  functions  were  pre- 
viously dispersed  throughout  the  agency.  This 
single  office  is  now  the  focal  point  of  authority  and 
responsibility  on  all  K  'A  contractual  arrangements 
and  has  the  responsibility  of  executing  or  approving 
all  actions  involving  contracts.  Almost  250  new- 
contracts  were  executed  during  the  1956  fiscal  year. 
The  centralization  of  contract  activities  has  al- 
ready speeded  up  significantly  the  implementation 
of  those  ICA  programs  and  projects  which  require 
contract  services,  as  well  as  effected  sounder  con- 
tract procedures  and  savings  in  personnel. 

New  Administrative  Arrangements — In  carry- 
ing out  the  President's  Atoms  for  Peace  Program, 
ICA  is  participating  with  the  Atomic  Energy 
Commission  and  the  Department  of  State.  ICA 
has  assumed  responsibility  for  developing  plans  for 
the  Asian  nuclear  training  and  research  center  in 
consultation  with  AEC  and  the  State  Department. 
ICA  is  responsible  also  for  establishing  certain 
training  programs  for  foreign  nationals  as  an 
integral  part  of  the  mutual  development  effort. 
The  program  of  assistance  in  construction  of  re- 
search reactors  in  selected  free  world  countries  will 
be  administered  by  the  AEC1,  utilizing  mutual 
security  appropriations  for  fiscal  year  1957  which 
will  be  transferred  to  AEC  as  required. 

Effective  April  1,  1956,  responsibility  for  the 
conduct  of  the  escapee  program  was  transferred 
from  ICA  to  the  Department  of  State.  Although 
the  legislative  authority  for  this  program  remains 
in  the  Mutual  Security  Act,  daily  operational 
responsibility  is  now  put  in  the  State  Department. 
ICA  has  abolished  its  office  for  refugees,  migration 
and  voluntary  assistance.  Residual  functions  of 
this  office  were  terminated  or  transferred  to  other 
areas  within  ICA. 
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SECTION  II 


Use  of  Funds  in  Fiscal  Year  1956 


The  Total  Picture 

During  fiscal  year  1956,  total  obligations  or  res- 
ervations made  from  funds  available  for  the  mutual 
security  program  amounted  to  nearly  $2.4  billion. 
Of  this  total,  $843  million  was  obligated  or  re- 
served by  the  Department  of  Defense  for  direct 
military  assistance;  $1.5  billion  was  obligated  by 
ICA  for  other  than  direct  military  programs.  By 
far  the  largest  share  of  total  available  funds  was 
used  for  direct  military  aid  and  defense  support 
programs.  About  $158  million  was  used  to  pay 
the  costs  of  ocean  freight  for  surplus  agricultural 
commodities,  for  support  to  various  multilateral 
programs  such  as  the  activities  of  United  Nations 
organizations  and  the  Organization  of  American 
States,  for  escapee  programs,  and  for  other  pur- 
poses related  to  mutual  security  objectives. 

Direct  military  assistance  under  the  mutual 
security  program  is  extended  by  providing  weap- 
ons and  other  military  supply  items,  by  carrying 
out  training  programs,  and  by  sharing  in  the 
financing  of  joint  military  facilities. 

Nonmilitary  assistance  is  extended  in  one  of 
three  ways,  depending  on  how  the  needs  and  cir- 
cumstances of  the  participating  country  relate  to 
the  policy  objectives  of  the  United  States:  (1)  de- 
fense support  and  technical  cooperation;  (2)  de- 
velopment assistance  and  technical  cooperation; 
or  (3)  technical  cooperation  alone. 

Defense  support  programs  are  designed  to  help 
certain  countries  which  are  receiving  military  as- 
sistance to  support  appropriate  levels  of  military 
strength  while  also  maintaining  and  promoting 
political  and  economic  stability.  Such  support 
involves  furnishing  economic  resources  to  enable 
the  recipient  country  to  undertake  defense  activi- 
ties that  otherwise  would  not  be  possible  or  to 
increase  the  recipient's  capacity  to  do  so  in  the 
future.  Without  such  support  the  security  of  the 
United  States  and  other  free  world  nations  woidd 
be  diminished  to  a  serious  extent,  or  would  have 


to  be  compensated  for  by  the  maintenance  at  far 
greater  expense  of  additional  United  States  forces 
and  their  deployment  abroad. 

Development  assistance  is  aid  given  primarily 
to  promote  economic  development  or  to  deal  with 
other  problems  whose  solution  is  necessary  to 
create  or  mam  tain  economic  and  political  stability. 
In  most  nations,  development  assistance  also  com- 
plements programs  of  technical  cooperation  by 
providing  needed  supplies,  commodities  or  funds. 
Usually  this  type  of  aid  is  required  to  make  pos- 
sible or  accelerate  activities  required  to  promote 
basic  United  States  interests. 

Development  assistance  differs  from  defense 
support  in  that  the  former  is  directed  wholly 
toward  goals  which  are  not  military  in  character, 
whereas  the  latter  has  as  one  of  its  essential  aims 
the  attainment  of  military  objectives. 

Through  technical  cooperation  programs,  we 
share  knowledge,  experience,  techniques  and 
skills  with  the  peoples  of  the  economically  less 
developed  areas  of  the  world  for  the  purpose  of 
helping  them  to  advance  their  economic  progress 
and  raise  their  standard  of  living.  These  pro- 
grams emphasize  and  consist  largely  of  advisory 
services,  teaching,  training,  and  exchange  of  in- 
formation; they  do  not  include  the  provision  of 
supplies  and  equipment  beyond  that  which  is 
required  for  effective  demonstration  purposes. 
Participation  and  interest  in  these  programs  are 
steadily  growing,  as  evidenced  by  the  increasing 
share  of  host  country  contributions. 

Direct  Military  Programs 

Military  Equipment 

During  the  first  six  months  of  1956,  $1.9  billion 
worth  of  military  equipment  and  supplies  was 
shipped  to  nations  cooperating  in  the  mutual 
defense  of  the  free  world.  The  greatest  portion 
of  this  amount,  almost  two-thirds,  was  shipped  to 
countries  in  Europe;  the  Asia  and  Pacific  area  was 
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the  next  largest  recipient,  with  about  one-quarter 
of  the  total.  Over  50  percent  of  the  value  of  the 
military  deliveries  was  made  up  of  planes  and 
related  air  force  items.  Another  substantial  por- 
tion, some  40  percent,  represented  ammunition, 
tanks  and  combat  vehicles,  artillery,  and  other 
equipment  for  ground  forces.  Ships,  naval  air- 
craft and  supporting-  items  for  naval  forces  ac- 
counted for  the  remainder. 

These  six-month  deliveries  brought  to  $14.2 
billion  the  cumulative  total  of  military  equipment 
and  supplies  furnished  to  other  friendly  nations 
since  the  beginning  of  the  program  of  military 
assistance  in  fiscal  year  1950,  with  the  proportions 
going  to  the  respective  areas  for  the  entire  period 
being  roughly  similar  to  those  for  the  half-year 
period.  Ammunition,  tanks  and  combat  vehicles, 
and  aircraft  accounted  for  over  60  percent  of  all 
materiel  furnished.  Of  the  cumulative  total,  the 
ground  forces  received  by  far  the  largest  share,  61 
percent. 

Offshore  Procurement 

The  ability  of  free  world  nations  to  build 
up  their  overall  defensive  strength  has  grown  as  a 
result  of  a  policy  adopted  in  1951  whereby  the 
United  States  purchases  from  friendty  nations 
overseas  a  portion  of  the  military  weapons  and 
supplies  furnished  through  the  mutual  security 
program.  The  production  facilities  established 
through  this  process,  known  as  offshore  procure- 
ment (OSP),  are  providing  part  of  the  require- 
ments of  our  allies  for  ammunition,  ship  and  air- 
craft maintenance,  artillery,  and  electronics.  The 
production  capacity  developed  by  the  offshore- 
procurement  program  lessens  dependence  on  sup- 
ply lines  from  the  United  States. 

Deliveries  of  materiel  valued  at  $329.6  million 
were  made  under  the  offshore  procurement  pro- 
gram during  the  six  months  of  January -June  1956; 
this  brought  total  deliveries  to  $1.9  billion  since 
the  first  contracts  were  placed  in  fiscal  year  1952. 
About  90  percent  of  the  equipment  and  supplies 
has  been  produced  in  Europe,  and  virtually  all  the 
remainder  in  the  Far  East  and  Near  East.  Almost 
$2.7  billion  worth  of  OSP  contracts  have  been 
placed  since  the  program  started. 

Joint  Facilities  for  NATO  Use 

The  XATO  countries  are  jointly  financing  the 
construction  of  a  system  of  fixed  military  instal- 
lations called  "infrastructure",  needed  to  sustain 
the  desired  mobility  and  staying  power  of  modern 


military  forces.  These  facilities  include  airfields, 
naval  fleet  bases,  ammunition  storage,  fuel  oil 
tanks  and  pipelines,  as  well  as  telecommunications 
and  radar  systems.  The  "forward  scatter"  sys- 
tem for  communications  and  early  warning,  which 
has  been  developed  in  Canada  and  the  United 
States,  is  being  adopted  in  Europe.  In  the  event 
of  war,  all  of  these  facilities  would  be  available  to 
this  country  and  other  NATO  nations. 

The  currently  agreed  NATO  infrastructure 
program,  well  along  in  construction,  will  cost  ap- 
proximately $2  billion,  with  the  United  States 
contributing  about  $780  million  or  .38  percent. 
The  United  States  had  obligated  $558  million  of 
its  share  by  the  end  of  the  1956  fiscal  year.  The 
$2  billion  will  finance  construction  of  174  tactical 
airfields,    142   of   which   can   already    be   used    in 


Airfields  Get  Heaviest  Emphasis 
In  The  NATO  Infrastructure  Program 


Total  Agreed 
Program 


Airfields 

1174   Fields) 


Signal 
Communications 


Petroleum,  etc. 


Naval   Bases 


Other 


(Millions  of   Dollars  ) 


948 

367 



1            298 

280 


How  The  Cost  Is  Shared : 
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emergency  by  modern  jet  aircraft;  4,500  miles  of 
jet  fuel  pipelines  and  450  million  gallons  of  fuel 
storage  capacity,  more  than  half  of  which  is  now 
under  construction;  4,000  miles  of  land  lines; 
3,700  miles  of  radio  relay  circuits;  and  more  than 
700  miles  of  submarine  cables,  now  65  percent 
complete  and  95  percent  under  contract.  In  the 
current  reassessment  of  NATO  facilities  required 
by  Germany's  entry  into  NATO  and  by  modern 
warfare  concepts,  it  is  estimated  that  50  more 
airfields  than  originally  planned  will  be  added, 
costing  NATO  countries  another  $6  million  or  $7 
million  each.  NATO's  policy  of  international 
competitive  bidding  and  its  systems  of  inspection 
and  auditing  have  not  only  effected  economies  but 
have  developed  a  coordinated  international  plan 
for  the  Atlantic  Alliance's  defense  installations. 

Mutual  Weapons  Development 

A  special  weapons  program  was  authorized  by 
Congress  in  fiscal  year  1954  in  order  to  accelerate 
the  research  and  development  in  friendly  coun- 
tries of  advanced  types  of  non-nuclear  weapons. 
Under  this  program,  in  which  the  participating 
country  agrees  to  finance  a  share  of  the  costs, 
the  United  States  provides  technical  advice  and 
limited  financial  assistance  in  a  joint  effort  to 
speed  completion  of  selected  projects  initiated  by 
scientists  of  European  countries.  By  its  partici- 
pation, the  United  States  is  able  to  give  impetus 
to  important  military  development  activities, 
thereby  gaining  assurance  that  the  available 
technical  capabilities  of  our  allies  are  being 
brought  to  bear  on  the  scientific  problems  en- 
countered in  maintaining  effective  defenses  in 
this  technological  age. 

In  fiscal  year  1956,  the  United  States  con- 
tributed $43.5  million  toward  participation  in  43 
projects  with  France,  Italy,  Norway,  the  Nether- 
lands, and  the  United  Kingdom.  These  projects 
included  the  development  of  such  items  as  pro- 
pellants,  fire  control  systems,  early  warning  radar 
and  radar  components,  guided  missiles,  and  the 
initial  portion  of  an  air  defense  communications 
system  for  SHAPE. 

Facilities  Assistance  for  Munitions 
Production 

The  facilities  assistance  program  is  aimed  to 
help  in  the  establishment,  modernization,  and 
expansion  of  munitions  production  and  mainte- 
nance of  facilities  overseas.  On-the-spot  sources 
of  support  are  required  for  two  important  reasons — 


the  difficulty  of  keeping  open  a  supply  line  from  the 
United  States  to  Europe  in  a  period  of  emergency 
and  the  realization  that  American  production 
facilities  would  be  pressed  to  meet  the  needs  of 
our  own  forces. 

This  program  differs  from  offshore  procurement 
in  that  the  latter  program  is  geared  to  the  pur- 
chase by  the  United  States  of  the  end-products 
of  overseas  military  production,  whereas  the 
facilities  assistance  program  entails  participation 
in  a  joint  effort  at  construction  or  rehabilitation 
of  production  plants.  Under  the  facilities  as- 
sistance program,  the  participating  country  agrees 
to  finance  an  equitable  portion  of  the  costs 
and  to  maintain  the  added  production  capacity, 
plus  all  pre-existing  capacity,  in  condition  for 
use  in  an  emergency.  Projects  are  approved  on 
the  basis  of  surveys  made  by  American  engineers. 

By  the  end  of  the  1956  fiscal  year,  the  United 
States  had  obligated  $74.3  million  for  81  projects 
under  this  program,  and  the  participating  coun- 
tries themselves  had  contributed  the  equivalent  of 
about  $81.2  million.  It  is  estimated  that  Europe's 
ability  to  produce  ammunition  will  be  doubled 
with  the  completion  of  projects  now  planned. 
The  program  includes  plans  for  establishing 
major  overhaul  shops  and  maintenance  facili- 
ties overseas  needed  to  protect  our  investment  in 
armaments  furnished  under  the  military  assist- 
ance program;  it  includes  also  projects  for  facilities 
to  produce  advanced  types  of  weapons. 

Military  Training  Programs 

The  military  training  provided  by  the  United 
States  under  the  mutual  security  program  is  de- 
signed to  accomplish  several  purposes:  to  enable 
military  personnel  of  friendly  countries  to  operate 
and  maintain  United  States  equipment;  to  assist 
those  countries  in  establishing  their  own  training 
programs;  and  to  help  their  military  forces  attain 
maximum  combat  effectiveness. 

Through  the  1956  fiscal  year,  a  total  of  $408.8 
million  had  been  programmed  for  military  training. 
Four  primary  methods  have  been  used  in  instruct- 
ing military  personnel  of  cooperating  countries: 
formal  training  in  service  schools,  mobile  training 
teams,  technical  representatives  to  teach  certain 
specialties,  and  United  States  training  personnel 
assigned  to  the  military  assistance  advisory 
groups  abroad.  The  major  portion  of  funds  pro- 
grammed for  training  purposes  has  been  used  for 
formal  training  in  schools  in  this  country  and 
overseas. 


16 


As  of  June  30,  1956  there  were  6,627  trainees. 
representing  35  countries,  in  training;  and  99,097 
courses  of  instruction  had  been  completed,  count- 
ing a  single  foreign  trainee  in  a  particular  service 
school  as  one  course  of  instruction.  Since  the 
beginning  of  the  program,  1,498  technical  repre- 
sentatives and  1,997  mobile  training  teams  had 
engaged  in  instruction  in  the  field. 

Nonmilitary  Programs 

Almost  half  of  the  $1.5  billion  obligated  by 
ICA  in  fiscal  year  1956  for  other  than  direct  mili- 
tary aid  programs  was  used  for  the  Far  East,  and 
within  that  area  largely  for  South  Korea,  Taiwan, 
and  free  Viet  Nam. 

The  great  bulk  of  the  total  funds  for  nonmilitary 
programs  was  earmarked  for  activities  in  the 
category  of  defense  support;  development  assist- 
ance and  technical  cooperation  combined 
accounted  for  less  than  one-fifth  of  the  overall 
amount.  In  the  Far  East,  for  example,  about  95 
percent  of  the  funds  obligated  was  for  defense 
support  programs.  In  Europe,  virtually  all  of 
the  nonmilitary  programs,  primarily  in  Spain  and 
Yugoslavia,  were  in  the  defense  support  category. 
Except  for  the  $4.4  million  used  in  programs 
under  the  Asian  Development  Fund,  all  of  the 
obligations  for  development  assistance,  $157 
million,  were  for  countries  in  the  Near  East  anil 
South  Asia,  and  in  Latin  America.  Funds  for 
technical  cooperation  were  used  in  a  wide  range 
of  activities  throughout  all  parts  of  the  free  world. 

Use  of  Surplus  Agricultural 
Commodities 

Considerable  success  was  achieved  in  fiscal  year 
1956  in  utilizing  United  States  surplus  farm  prod- 
ucts constructively  in  the  mutual  security  program. 

Sales  Exceed  Requirements  of  the  Mutual 
Security  Act — Section  402  of  the  Mutual  Security 
Act  of  1954,  as  amended,  required  that  a  minimum 
of  $300  million  of  program  funds  made  available 
for  fiscal  year  1956  be  used  to  finance  the  export 
ami  sale  of  United  States  surplus  agricultural  com- 
modities for  foreign  currencies.  By  the  end  of  the 
year,  sales  under  this  section  totaled  $355  million, 
including  $306  million  worth  of  direct  sales  and  $48 
million  worth  of  triangular  transactions.  Under 
triangular  arrangements,  dollar  funds  available 
for  various  mutual  security  programs  are  used  to 
finance  sales  of  surplus  commodities  to  countries, 
primarily  in  Western  Europe,  which  do  not  receive 


Surplus  Commodity  Sales  Under  Section  402 
Nearly  $355  Million  In  FY  1956 


SALES  AUTHORIZED 

(  Millions  of   Dollars) 


Groins 


Row 
Cotton 

Doiry 
Products 

Fots  and 
Oils 


Sugar 

Other 

Ocean 
Freight 


156 


105 


J 
J 
J 


26  Sales  By  Area 

Lotin  America* 
(21) 


16 

15 
13 


23 


TOTAL: 
$354  5  Million 


nonmilitary  assistance.  The  local  currency  pro- 
ceeds of  these  sales  are  used,  in  turn,  to  finance 
purchases  of  industrial  equipment  and  other  com- 
modities needed  in  the  countries  for  which  the 
dollar  aid  funds  were  originally  programmed. 

Sales  of  our  farm  surpluses  under  Section  402 
represented  34  percent  of  the  total  non-project  aid 
for  the  1956  fiscal  year.  Sales  of  grain,  totaling 
$156  million,  comprised  almost  45  percent  of  the 
program;  sales  of  other  commodities  included  $105 
million  in  raw  cotton,  $26  million  in  dairy  products, 
and  $16  million  in  fats  and  oils.  Commodities 
are  considered  eligible  for  sale  in  accordance  with 
the  recommendations  of  the  Secretary  of  Agri- 
culture, and  are  sold  generally  at  United  States 
export  market  prices.  Private  trade  channels  are 
used  to  the  maximum  extent  possible.  Ship- 
ments are  subject  to  the  statutory  requirement 
that  50  percent  be  shipped  in  U.  S.-fiag  vessels  as 
far  as  practicable. 

Most  of  the  funds  to  finance  these  sales  were 
drawn  from  appropriations  for  defense  support 
and  development  assistance  programs.  The  local 
currency  proceeds  of  the  sales,  which  become  the 
property  of  the  United  States,  will  be  used  to 
cany  out  the  objectives  of  these  types  of  programs. 
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ICA  Obligations  By  Region 


(Billions   of    Dollars 


April  3,  1948 -June  30,  1956 


I952 

U.S.  Fiscal    Years 


I956 


ICA  OBLIGATIONS  IN  FISCAL  YEAR  1956 ' 


(Millions  of  dollars) 


Region  and  country 

Total 

Defense 
support 

Devel- 
opment 
assist- 
ance 

Tech- 
nical 
cooper- 
ation 

Other 
111.4 

Region  and  country 

Total 

Defense 
support 

Devel- 
opment 
assist- 
ance 

Tech- 
nical 
cooper- 
ation 

Other 

1,550.5 

1, 132. 0 

157.2 

150.0 

Europe — Total      

110.1 

110.1 

Germany  (Fed.  Rep.) . 

Spain _  . 

952.7 

824.0 

70.7 

56.9 

1.1 

17.3 
58.7 
30.0 

1.2 
2.8 

71.3 

17.3 

58.7 
30.0 

1.2 
2.8 

700.5 

45.1 

7.0 

0.9 

324.6 

48.6 

29.1 

73.3 

34.5 

197.1 

0.3 

191.1 

18.0 

4.9 

60.4 

1.8 

107.1 

259.1 

726.7 
43.1 

ss.s 

1.9 
7.0 
0.9 
5.0 
0.9 
5.9 
3.3 
5.0 
3.5 
0.3 

IS.l 
2.7 
0.9 

10.0 
0.8 
8.7 

32.0 

1.1 
1.1 

0.6 

Technical    Exchange — West 
ern  Europe 

44.1 

27.1 

319   6 
47.7 
23.2 
70.0 
29.5 

193.6 

0.1 

Argentina 

Bolivia..    -.. 

0.1 

25.6 
3.6 
2.2 
1.3 
0.9 
0.5 
0.3 
1.7 
0.9 

17.7 
6.4 
1.2 
0.7 
0.8 
1.1 
1.5 
2.8 
0.2 
0.1 
0.6 
1.3 

157.  B 

0.1 

22.9 

2.7 
3.6 
2.2 
1.3 
0.9 
0.5 
0.3 
1.7 
0.9 
1.5 
1.4 
1.2 
0.7 
0.8 
1.1 
1.5 
2.8 
0.2 
0.1 
0.6 
1.3 

34.5 

Chile 

97.3 

97.3 
188.7 

70.7 
15.3 

4.0 
50.4 

1.0 

38.0 

16.2 
5.0 

Haiti 

2.5 

2.9 

26.7 

65.4 

2.2 

24.0 

7.5 

7.7 

1.8 

7.0 

107.8 

1.1 

2.5 

2.5 
2.9 
0.5 
7.9 
2.2 
1.5 
2.6 
2.3 
1.8 
2.0 
2.2 
1.1 
2.5 

0.6 

Panama...  ...  __ 

Paraguay...    _  ,. 

Peru ..  

26.2 

57.5 

Venezuela 

22.5 
5.0 
5.5 

Regional —  _ . 

Other  Programs    Total 

9.3 

4.4 

Liberia 

109.6 

Libya ..    

105.0 

5.0 

Asian  Development  Fund 

4.4 
29.0 
124.2 

4.4 

0.1 
9.9 
24.5 

19.1 

Other  s -. 

9.3 

90.5 

'  Preliminary  figures. 


'■  Includes  allocations  to  other  U.  S.  gov't  agencies  and  administrative  expenses. 
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Sales  Proceeds  Under  Title  I  of  the  Agricul- 
tural Trade  Development  and  Assistance  Act — 

The  Agricultural  Trade  Development  and  Assist- 
ance Act  of  1954  (Public  Law  480,  as  amended) 
also  authorizes  sales  of  surplus  agricultural  com- 
modities for  foreign  currency  over  a  3-year  period 
ending  June  30,  1957.  The  sales  proceeds  may  be 
used  by  the  United  States  for  several  purposes,  in 
accordance  with  agreements  reached  with  each  gov- 
ernment. ICA  is  responsible  for  administering 
the  use  of  that  part  of  such  sales  proceeds  ear- 
marked for  loans  and  grants  for  economic  develop- 
ment and  promotion  of  multilateral  trade,  and  for 
purchases  of  goods  and  services  for  other  friendly 
countries.  Public  Law  480  also  provides  that  local 
currency  funds  may  be  used  to  procure  military 
equipment,  materials  and  services  for  the  common 
defense. 

The  cumulative  total  of  sales  agreements  ne- 
gotiated under  Public  Law  480  reached  $1,042  mil- 
lion (U.  S.  export  market  value)  by  June  30, 
1956.  The  equivalent  of  $508  million  in  local 
currency  proceeds  has  been  earmarked  for  loan 
purposes,  $7.5  million  for  grants  for  economic  de- 
velopment, and  $166  million  for  common  defense 
purposes.  About  $21  million  worth  has  been 
specifically  earmarked  for  purchases  of  goods 
required  in  other  friendhr  countries.  In  addition, 
other  agreements  may  provide  that  unspecified 
portions  of  sales  proceeds  set  aside  for  United 
States  use  may  be  employed  for  this  purpose. 

Agreements  providing  for  local  currency  loans 
of  the  equivalent  of  $105  million  have  been  con- 
cluded with  seven  countries — Austria,  Spain, 
Israel,  Japan,  Ecuador,  Peru  and  Chile.  Most  of 
these  agreements  have  been  made  pursuant  to  sales 
negotiated  in  fiscal  year  1955.  Virtually  all  of  the 
local  currency  proceeds  are  already  on  deposit. 
Negotiations  to  conclude  additional  loan  agree- 
ments are  actively  under  way,  although  some  de- 
lays have  been  encountered  in  securing  complete 
agreement  with  foreign  governments  as  to  loan 
terms,  loan  uses,  and  other  relevant  questions. 

Programs  for  utilization  of  local  currency  loan 
funds  are  developed  jointly  by  the  United  States 
and  the  foreign  governments  concerned.  By  the 
end  of  fiscal  year  1956,  programs  totaling  the 
equivalent  of  $97  million  had  been  approved. 
Funds  will  be  used  for  a  variety  of  purposes,  in- 
cluding expansion  of  electric  power,  construction  of 
dwellings,    improvement    of    highways,    and    re- 


forestation. A  portion  of  the  funds  will  be  used  to 
finance  part  of  the  costs  of  irrigation  projects  in 
Spain,  Israel  and  Peru.  The  improved  land  is 
intended  for  production  of  fruits,  garden  vege- 
tables and  other  products  not  in  world  surplus. 
A  similar  project  in  Japan  should  result  in  an 
increase  in  foods  needed  for  domestic  consumption. 

Relief  Shipments  Under  Title  II 

Title  II  of  Public  Law  480,  as  amended  by  the 
Agricultural  Act  of  1956,  provides  that  up  to  $500 
million  of  surplus  agricultural  commodities  held 
by  the  Commodity  Credit  Corporation  (CCC) 
may  be  used  in  programs  undertaken  during  a 
3-year  period  ending  June  30,  1957,  to  provide 
famine  relief  and  other  assistance  to  friendly 
peoples.  The  amendment  also  provides  authority 
to  finance  the  cost  of  ocean  freight  on  these  ship- 
ments as  well  as  on  donations  of  surplus  foods  dis- 
tributed by  the  United  States  voluntary  relief 
agencies  and  intergovernmental  organizations  un- 
der Title  III  of  Public  Law  480. 

By  the  end  of  fiscal  year  1956,  cumulative  ship- 
ments authorized  under  this  continuing  authority 
of  Title  II  totaled  $218  million  at  CCC  cost. 
During  the  fiscal  year,  transfer  of  about  $110 
million  worth  of  surplus  commodities  was  author- 
ized. About  211,000  tons  of  food  and  feedstuff's 
were  being  provided  under  the  President's  offer  of 
assistance  to  Western  Europe,  made  to  help  offset 
the  losses  suffered  after  one  of  the  worst  winters 
in  the  last  20  or  30  years.  Over  $19  million  worth 
of  commodities  was  supplied  to  Italy,  about  $13 
million  worth  to  Turkey,  and  $3.2  million  worth 
were  marked  for  distribution,  under  the  super- 
vision of  the  League  of  Red  Cross  Societies,  to 
needy  people  in  Hungary.  About  $18  million 
worth  of  commodities  was  also  supplied  to  Italy 
to  improve  its  school-lunch  and  other  child-feeding 
programs. 

Nearly  $36  million  of  wheat  and  rice  was 
authorized  for  Pakistan  to  avert  threatened 
famine.  About  $4  million  of  wheat  was  authorized 
for  Libya  to  meet  the  continuing  shortage  of 
food  grains.  Assistance  to  Western  Germany  in 
feeding  refugees  and  escapees  from  behind  the 
Iron  Curtain  will  also  be  provided. 

The  following  table  shows  the  countries  for 
which  relief  shipments  were  authorized  during 
fiscal  year  1956: 
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Region  Value 

(.million  dollars) 
Europe 41.  9 

Germany — Fed.  Rep 1.7 

Hungary 3.  2 

Italy 37.  0 

Asia 42.  9 

Cambodia 2.  5 

India 3.  5 

Laos 1.  1 

Pakistan 35.  8 

Near  East  and  Africa 17.  3 

Libya 3.  9 

Turkey 13.  4 

Latin  America 8.  0 

British  Honduras 0.  3 

Costa  Rica 0.  2 

Guatemala 0.  5 

Peru 7.  0 

Total 110.  1 

Loans    from    Mutual    Security 
Program  Funds 

In  carrying  out  the  objectives  of  the  Mutual 
Security  Act,  every  effort  was  made  in  fiscal  year 
1956  to  provide  assistance  in  the  form  of  loans 
rather  than  grants.  As  described  above,  substan- 
tial amounts  of  local  currency  funds  accruing  to 
the  United  States  from  surplus  agricultural  sales 
under  Public  Law  480  were  loaned  to  a  number  of 
countries  for  economic  development  and  defense 
purposes.     In  addition,  efforts  were  made  to  use 


loans  as  much  as  possible  in  providing  assistance 
from  dollar  funds  made  available  by  Congress 
under  the  Mutual  Security  Act.  However,  oppor- 
tunities for  making  dollar  loans  under  the  mutual 
security  program  were  limited  by  conditions 
characteristic  of  countries  receiving  the  largest 
amounts  of  economic  support  under  the  mutual 
security  program.  Those  countries  are  undertak- 
ing military  programs  that  place  a  severe  strain  on 
economic  resources  presently  incapable  of  ade- 
quately supporting  their  populations  concurrently 
with  carrying  out  necessary  defense  measures. 
Thus  the  very  circumstances  which  create  the 
need  for  economic  assistance  also  account  for  the 
inability  to  undertake  and  fulfill  loan  commitments. 
In  addition,  new  loan  commitments  must  be  looked 
at  in  light  of  servicing  obligations  on  existing  loans 
and  the  abdity  to  obtain  additional  credits  from 
other  lending  organizations. 

Despite  these  many  obstacles,  loan  agreements 
made  during  fiscal  year  1956  from  dollar  funds 
under  the  Mutual  Security  Act  reached  $121.8 
million.  By  the  end  of  the  fiscal  year,  such  loan 
agreements  amounting  to  $75  million  had  been 
signed  principally  with  Thailand  in  the  Far  East; 
and  Greece,  Iran,  Turkey,  Israel,  and  Afghanistan 
in  the  Middle  East  and  South  Asia.  Agreement 
on  loan  terms  had  been  reached  and  signature 
authorized  for  loans  amounting  to  $46.8  million 
to  free  Viet  Nam,  Pakistan,  the  Philippines,  and 
India.  Together  with  the  $89  million  in  local 
currency  loans  made  under  Section  402  of  the 
Mutual  Security  Act,  total  loan  agreements  made 
from  mutual  security  funds  during  the  fiscal  year 
amounted  to  nearly  $211  million. 
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SECTION  III 


Program  Activities  In  Selected  Countries 


rpHIS  section  presents  a  summary  picture  of 
■^  noteworthy  developments  during  the  half-year 
in  mutual  security  operations  in  selected  countries. 
Military  program  aspects  are  discussed  to  the 
extent  security  considerations  permit. 

Korea 

The  mutual  security  program  in  the  Republic 
of  Korea  continued  to  be  directed  in  great  part  to 
the  support  of  defenses  against  potential  Com- 
munist aggression.  Although  Communist  mili- 
tary personnel  in  North  Korea  were  slightly 
reduced  in  number,  their  total  military  capabilities 
were  increased  through  the  introduction  of  new 
weapons  which  added  to  existing  ground  and  air 
strength. 

Aided  by  the  United  States,  the  forces  of  the 
Republic  of  Korea  have  been  maintained  at  con- 
stant strength,  and  the  training  of  reserve  divisions 
has  been  expanded  with  the  objective  of  filling 
total  reserve  requirements  within  the  next  12  to 
18  months.  In  addition  to  military  equipment 
and  training,  the  United  States  has  provided  ROK 
forces  with  substantial  quantities  of  needed 
petroleum  products,  food,  clothing,  and  other  soft 
goods. 

To  help  the  Korean  peoples'  own  efforts  toward 
economic  progress  under  their  heavy  military 
burden,  the  United  States  obligated  $320  million 
for  defense  support  activities  in  Korea  for  fiscal 
year  1956,  and  $5  million  for  technical  cooperation. 
The  former  amount  included  two  increments  of 
$25  million  each,  made  available  in  the  January- 
June  period  of  1956  to  help  counter  renewed  infla- 
tion which  followed  a  temporary  reversal  in  the 
inflationary  trend  during  the  last  months  of  1955. 
Over  two-thirds,  or  about  $225  million,  of  the 
fiscal  year  1956  defense  support  program  was  for 
financing  imports  into  Korea  of  saleable  commodi- 
ties which  will  help  maintain  consumption  levels 
and  provide  the  local  currency  required  to  support 
the   Korean   military   budget   and   measures   for 


economic  improvement.  The  other  one-third  was 
obligated  to  pay  the  dollar  costs  of  specific  de- 
velopment projects. 

Included  in  the  saleables  portion  of  the  ICA 
program  was  $50.6  million  in  United  States  surplus 
agricultural  commodities  provided  under  Section 
402  of  the  Mutual  Security  Act.  Additional 
agricultural  surpluses  totaling  $43.8  million  were 
being  provided  under  Title  I  of  Public  Law  480. 
Under  an  agreement  signed  in  March  1956,  the 
local  currency  proceeds  from  these  surplus  sales 
will  go  mainly  to  support  the  ROK  military 
budget. 

The  Korean  economy  showed  a  number  of  signs 
of  increasing  strength.  Agricultural  output  during 
the  1955-56  crop  year  was  at  pre-Korean  War 
levels,  although  consumption  requirements  con- 
tinued to  rise.  By  mid-1956,  industrial  produc- 
tion in  general  was  restored  to  the  levels  of 
1949-50,  before  the  Communist  invasion,  and  in 
some  cases,  such  as  coal  and  cotton  cloth,  produc- 
tion substantially  exceeded  those  levels.  It  should 
be  noted,  however,  that  increases  in  industrial 
output  during  the  first  half  of  1956  were  more 
moderate  than  in  preceding  periods.  This  reflects 
the  gradual  transition  from  rehabilitation  projects, 
where  rapid  repair  of  damaged  facilities  permitted 
sharp  production  gains,  to  more  basic  economic 
development  where  progress  is  necessarily  slower. 

The  acute  power  shortage  which  has  restricted 
Korean  development  was  eased  in  April  after  the 
25,000-kilowatt  Tangin-Ri  and  the  50,000-kilowatt 
Masan  plants,  financed  by  mutual  security  funds, 
began  operations.  For  the  first  time  since  the 
end  of  the  Korean  War,  consumers  in  the  Seoul 
and  Masan  areas  received  24-hour  service.  When 
the  25,000-kilowatt  plant  at  Samchok  on  the  east 
coast  of  Korea  becomes  fully  operative  later  this 
year,  South  Korea's  electric  power  will  be  ap- 
proximately double  its  1955  generating  capacity. 
Additional  power  plant  rehabilitation  projects, 
together  with  the  completion  of  transmission  and 
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distribution  systems  now  under  construction,  will 
provide  still  greater  expansion  and  permit  more 
economical  service. 

Headway  was  made  also  in  improvement  of 
transportation  and  communications  facilities. 
Further  additions  were  made  to  railroad  rolling 
stock,  and  new  trackage  was  added;  coastal  ship- 
ping service  was  expanded,  and  harbors  were 
improved;  permanent  highway  bridges  were  in- 
stalled to  replace  the  temporary  structures  erected 
after  the  war.  In  January,  two  new  railway  spur 
lines  totaling  more  than  60  miles  in  length  began 
limited  operations,  for  the  first  time  providing 
railroad  service  to  the  principal  coal-mining  area 
at  Samchok  on  Korea's  east  coast  and  to  Korea's 
largest  thermal  power  plant  at  Yongwol.  In 
June,  a  contract  was  signed  with  an  American 
firm  to  provide  management  services  for  rehabili- 
tation and  modernization  projects  in  telephone, 
telegraph,  and  radio  communications. 

Approximately  $27  million  was  obligated  in 
fiscal  year  1956  for  industrial  development  pro- 
jects, including  a  second  fertilizer  plant  as  well  as 
chemical,  pharmaceutical,  food-processing,  paper, 
and  metal  working  plants.  With  the  phasing  out 
of  the  United  Nations  Korean  Reconstruction 
Agency,  ICA  assumed  increased  responsibility  for 
projects  in  industry  and  mining;  for  example, 
exploratory  drilling  of  the  Hambaik  coal  fields  in 


eastern  Korea.  ICA  has  also  assumed  responsi- 
bility for  continuing  activities  such  as  public 
works  and  residual  relief  projects  handled  by  the 
Korean  Civil  Assistance  Command  of  the  United 
States  Army  prior  to  its  dissolution  in  November 
1955. 

Taiwan 

Notwithstanding  the  considerable  advances  in 
production  and  general  economic  growth  in  recent 
years,  Taiwan's  productive  base  is  still  insufficient 
to  support  its  rapidly  growing  civilian  population 
and  its  present  military  forces  which  include  about 
one-fourth  of  the  Island's  adult  male  population. 
During  the  first  six  months  of  1956,  Taiwan's  local 
production  was  sufficient  to  meet  only  about  two- 
thirds  of  requirements. 

Communist  China  has  continued  to  build  up  its 
military  potential  on  the  mainland  opposite 
Taiwan  with  improved  rail,  harbor,  and  airport 
facilities.  In  the  face  of  these  developments,  the 
National  Government  of  the  Republic  of  China 
has  enlarged  the  nucleus  of  a  strong  reserve  force 
which  will  include  substantial  numbers  of  }*oung 
Taiwanese  when  the  program  is  fully  completed. 
During  the  1956  fiscal  year,  the  United  States  con- 
tinued to  give  Taiwan  heavy  support  in  military 
equipment  and  training,  as  well  as  petroleum, 
clothing  materials,  and  other  supplies  for  the 
armed  forces  which  Taiwan,  like  Korea,  is  unable 
to  provide  in  adequate  quantities  from  its  own 
resources. 

In  the  first  six  months  of  1956,  the  United  States 
furnished  Taiwan  with  approximately  $45  million 
worth  of  nonmilitary  goods,  of  which  some  $11 
million  worth  consisted  of  machinery,  equipment, 
and  construction  materials  needed  to  increase  the 
Island's  capacity  for  self-support.  The  bulk  of 
the  remainder  was  in  saleable  commodities,  not- 
ably wheat  and  cotton,  required  to  curb  inflation- 
ary forces  and  to  provide  local  currency  for 
essential  developmental  and  military  purposes. 

Two  important  projects  supported  with  mutual 
security  funds  were  completed  during  the  half- 
year  under  review.  In  central  Taiwan,  26,500 
kilowatts  were  added  to  peak-load  capacity 
of  the  Tienlung  Hydroelectric  Station.  In  north- 
ern Taiwan,  the  Yue  Loong  Machinery  Works  was 
brought  to  the  point  where  it  coidd  manufacture 
vitally  needed  machinery,  including  diesel  engines 
up  to  300  horsepower,  and  replacement  parts  for 
textile  and  flour-milling  equipment.  Other  im- 
portant programs  included  a  forestry  survey  to 
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provide  the  basis  for  a  badly  needed  forestry  pro- 
gram; the  resettlement  of  ex-servicemen  retired 
to  make  room  in  the  armed  forces  for  younger 
and  more  effective  recruits ;  the  extension  through 
commercial  banks  of  loans  to  small  private  in- 
dustries; and  assistance  in  the  construction  of 
needed  housing  units  for  workers. 

A  notable  feature  of  Taiwan's  economic  picture 
in  the  first  six  months  of  1956  was  the  comparative 
stability  of  prices.  The  Taipei  cost-of-living  index 
showed  no  significant  increase  during  this  period, 
as  compared  with  a  rise  of  about  15  percent  during 
1955.  The  improved  price  situation  flowed  in 
great  measure  from  favorable  weather  conditions 
with  larger  farm  production,  and  restrictions  on 
the  expansion  of  bank  credit  for  commercial 
purposes.  Even  so,  the  achievement  of  price 
stability  would  have  been  hard  to  attain  if  it 
were  not  for  the  substantial  inflow  of  economic 
goods  from  the  United  States  which  met  certain 
critical  supply  deficiencies. 

Increased  interest  is  being  shown  by  private 
American  firms  in  investment  opportunities  in 
Taiwan,  particularly  in  the  electric  power,  ship- 
building, and  forestry  industries.  However,  the 
volume  of  foreign  private  capital  actually  entering 
Taiwan  supplies  only  a  minute  fraction  of  its 
requirements  for  economic  development. 

Free  Viet  Nam 

The  Government  of  free  Viet  Nam  has  con- 
tinued its  successful  drive  to  extend  its  authority 
throughout  the  country.  The  National  Army  is 
cleaning  out  the  last  pockets  of  resistance  by  the 
dissident  sects.  Though  Communist  influences 
have  not  been  entirely  eliminated  in  the  villages, 
the  Vietnamese  Government  is  increasingly  gaining 
the  confidence  of  the  peasantry  by  demonstrating 
its  ability  to  protect  them  from  the  Communist 
Viet  Minh  and  by  actively  helping  them  to 
achieve  a  more  satisfactory  way  of  life. 

The  Communist  forces  of  the  north  continue 
as  a  potential  threat  to  the  Government  of  free 
Viet  Nam;  therefore,  substantial  reduction  in  the 
latter's  armed  forces  has  not  been  possible.  How- 
ever, only  a  small  amount  of  military  replacement 
items  from  the  United  States  was  supplied  during 
the  half-year  under  review  because  adequate 
quantities  of  materiel  were  on  hand  from  previous 
programs.  Some  of  this  equipment  will  be  surplus 
to  the  needs  of  the  Vietnamese,  and  American 
military  personnel  have  been  sent  to  free  Vict 
Nam    to    assist    in    identifying,    classifying,    and 


preparing  items  for  shipment  to  other  parts  of 
the  Pacific  area. 

The  refugee  problem  in  free  Viet  Nam  has 
passed  the  emergency  relief  stage  and  is  well  on 
the  way  to  solution.  More  than  500,000  civilian 
refugees  who  fled  from  Communist  North  Viet 
Nam  have  been  relocated  on  unoccupied  farm 
land,  and  it  is  expected  that  they  will  make  great 
strides  in  the  coming  year  toward  becoming  self- 
supporting.  Plans  are  under  way  for  permanent 
resettlement  of  the  remaining  refugees  and  for 
their  complete  integration  into  the  Vietnamese 
economy.  The  United  States,  which  has  borne 
most  of  the  financial  burden  of  the  rescue,  relief 
and  rehabilitation  of  these  refugees,  can  look  for- 
ward in  the  next  year  to  the  successful  completion 
of  one  of  the  most  dramatic  resettlement  oper- 
ations in  recent  history. 

With  the  security  and  refugee  problems  rela- 
tively under  control,  the  Government  of  free  Viet 
Nam  has  addressed  itself  to  its  longer  range 
political  and  economic  difficulties.  During  the 
half-year,  the  Constitutent  Assembly  hammered 
out  a  new  constitution  for  the  Republic;  Viet 
Nam  was  about  to  be  admitted  to  the  Interna- 
tional Monetary  Fund;  and  a  special  United 
Nations  mission  analyzed  in  detail  the  country's 
potential  for  economic  development. 

Despite  the  Government's  vigor  in  tackling  the 
enormous  obstacles  that  face  it,  however,  the 
economy  has  begun  only  slowly  to  recover  from 
the  long  war  and  the  shock  of  partition.  Exports 
and  tax  collections  remain  at  very  low  levels;  the 
United  States  is  supporting  about  two-thirds  of 
the  Government  budget  and  an  even  larger  per- 
centage of  its  imports.  Careful  planning  and  many 
years  of  hard  work  are  required  before  free  Viet 
Nam  can  become  self-sustaining. 

During  fiscal  year  1956,  the  United  States 
obligated  $197  million  in  defense  support  and 
technical  cooperation  funds  to  assist  in  rehabili- 
tating the  economy,  financing  part  of  the  military 
budget,  meeting  consumer  needs,  and  training 
specialists  required  to  operate  essential  public 
services.  Vietnamese  farmers  were  helped  in  a 
number  of  ways.  War-damaged  irrigation  sys- 
tems affecting  about  170,000  acres  were  restored. 
Needed  work  animals,  fertilizer,  and  agricultural 
equipment  were  supplied.  The  land  reform  pro- 
gram, though  still  full  of  problems,  was  moving 
ahead,  and  plans  were  under  way  to  provide  agri- 
cultural credit  at  more  reasonable  interest  rates. 
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Assistance  was  also  given  to  the  improvement 
of  essential  arteries  of  transportation.  Repairs 
have  been  made  to  primary  roads  and  bridges 
which  had  been  damaged  during  the  war,  so  that 
communication  has  been  reestablished  over  all 
national  roads.  In  addition,  more  than  125  miles 
of  rural,  feeder,  and  farm-to-market  roads  have 
been  repaired.  Now  that  the  emergency  work 
has  been  accomplished,  the  Vietnamese  can  give 
attention  to  a  comprehensive  plan  for  highway 
repair  and  development.  The  Saigon  port  facili- 
ties and  the  inland  waterways  are  also  being  im- 
proved; and  the  power  and  telecommunications 
requirements  of  the  country  will  soon  be  surveyed. 

In  the  field  of  technical  cooperation,  joint  pro- 
grams in  health  and  sanitation  and  in  all  phases 
of  education  are  well  under  way.  To  help  meet 
the  critical  need  for  competent  administrative 
personnel,  the  new  Institute  of  Public  Adminis- 
tration, operating  under  an  ICA-financed  contract 
with  Michigan  State  University,  has  provided  in- 
service  training  for  more  than  2,000  civil  servants- 
A  substantial  program  is  also  under  way  for  train- 
ing and  equipping  the  civil  police. 

Pakistan 

Pakistan's  defense  program  has  imposed  heavy 
demands  on  its  budget,  and  during  Januarj'-June 
1956  the  nation's  military  costs  continued  to  rise 
as  the  program  designed  to  build  up  Pakistan's 
defense  capabilities  moved  forward.  During  the 
six-month  period,  the  United  States  increased  the 
rate  and  amount  of  military  equipment  delivered 
to  Pakistan.  Deliveries  included  light  tanks, 
trucks,  and  communications  equipment,  together 
with  considerable  quantities  of  spare  parts.  Of 
major  importance  to  the  Pakistan  Air  Force  was 
the  arrival  of  the  first  shipment  of  jet  aircraft. 

Pakistan  continues  to  suffer  from  a  lack  of 
foreign  exchange  needed  to  purchase  development 
goods  and  maintain  even  austere  consumption 
levels.  Severe  food  shortages  resulting  from 
recent  shortfalls  in  agricultural  production  have 
added  to  the  nation's  difficulties.  To  help  Paki- 
stan in  combating  its  economic  problems,  the 
United  States  obligated  $97  million  for  defense 
support  in  the  1956  fiscal  year. 

During  the  six-month  period  under  review,  con- 
siderable progress  was  made  in  advancing  the 
Karnafuli  Dam  project  in  East  Pakistan.  A  $3.5 
million  contract  was  signed  in  June  with  an  Ameri- 
can engineering  firm  to  provide  construction  de- 
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signs  and  operational  plans.1  The  United  States 
has  made  available  $12.7  million  for  this  project, 
of  which  $8.4  million  was  obligated  in  the  1956 
fiscal  year.  Pakistan  has  spent  the  equivalent  of 
$10  million  for  equipment,  excavation,  and  other 
preparations  and  will  supply  the  necessary  local 
currency  financing. 

A  major  new  program  initiated  during  the 
fiscal  year  calls  for  the  rehabilitation  of  Pakistan's 
railways.  The  United  States  will  furnish  rails, 
ties,  and  diesel  locomotives  to  help  Pakistan  im- 
prove operations  of  the  5,000-mile  Northwest 
Railway.  In  another  action  taken  under  the  mutu- 
al security  program,  a  triangular-type  transaction 
was  arranged  for  Pakistan  under  which  Germany 
and  Austria  agreed  to  purchase  surplus  agricul- 
tural commodities  under  Section  402  of  the  Mutual 
Security  Act  and  to  make  available  approximately 
$8  million  in  their  currencies  for  the  purchase  of 
items  needed  in  Pakistan.  The  transactions  are 
now  being  completed,  and  orders  will  be  placed  by 
Pakistani  importers  for  competitively  priced  Aus- 
trian and  German  industrial  commodities. 

The  technical  cooperation  program  in  Pakistan 
for  fiscal  year  1956  continued  going  projects  de- 
voted primarily  to  the  teaching  of  new  skills  and 
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the  development  of  institutions  for  training  Pakis- 
tan's people  so  that  they  may  better  carry  out 
their  role  in  the  nation's  general  development. 

Pakistan  is  attempting  to  attract  foreign  in- 
vestors, and  progress  is  being  made  toward  achiev- 
ing an  economic  climate  which  will  encourage 
private  capital.  The  Government  recently  con- 
cluded an  agreement  with  the  Shell  Oil  Company 
for  oil  exploration.  A  number  of  new  investment 
opportunities  have  opened,  and  American  business 
firms  are  actively  investigating  them  with  the 
assistance  of  the  ICA  mission  in  Pakistan  and 
with  the  cooperation  of  the Pakistan  Government. 

India 

The  mutual  security  program  in  India  has  been 
geared  into  that  country's  economic  development 
plans  in  recognition  of  the  great  significance  that 
the  success  or  failure  of  those  plans  holds  for  the 
free  world.  The  newly  developing  nations  are 
closely  watching  India's  efforts  to  make  economic 
and  social  advances  under  democratic  principles, 
comparing  the  results  with  progress  in  neighbor- 
ing Communist  China. 

India's  First  Five-Year  Plan  is  judged  to  have 
been  generally  successful,  with  most  of  the  goals 
either  met  or  exceeded  when  it  ended  in  March 
1956.  During  the  course  of  the  Plan,  India's 
national  income  rose  by  18  percent,  compared  with 
the  original  goal  of  11  percent.  Six  million  acres 
of  land  were  brought  under  irrigation  through 
major  works,  some  of  which  were  financed  partly 
with  local  currency  obtained  from  the  sale  of 
American  wheat  under  the  mutual  security  pro- 
gram. Another  10  million  acres  benefited  from 
lesser  works  such  as  the  tubewell  program,  also 
assisted  by  the  United  States,  which  will  help  meet 
India's  growing  need  for  food  and  feed.  Among 
other  notable  marks  of  progress,  electric  power 
production  nearly  doubled,  and  cement  output 
increased  from  2.7  million  to  4.3  million  tons 
annually.  In  contrast  to  the  experience  of  most 
countries  undertaking  rapid  development,  these 
advances  were  achieved  without  substantial  in- 
flationary pressures  and  with  less  than  anticipated 
drawdown  on  foreign  exchange  reserves. 

The  financial  contribution  of  the  United  States 
to  India's  First  Five-Year  Plan  amounted  to  about 
6  percent  of  the  total  effort  applied.  Despite  its 
fractional  share  in  the  total  outlay  under  the  Plan, 
our  assistance  lias  injected  needed  foreign  exchange 
into  major  segments  of  India's  economy  and  en- 
abled the  Indian  Government  to  acquire  advisory 


services  and  capital  equipment  which  would  not 
otherwise  have  been  obtained. 

During  fiscal  year  1956,  the  United  States  ob- 
ligated $50  million  in  development  assistance  funds 
to  help  forward  India's  economic  efforts.  About 
$20  million  of  this  amount  was  used  for  wheat  and 
cotton  loans  under  Section  402  of  the  Mutual 
Security  Act;  most  of  the  remainder  was  applied 
to  steel  for  transportation,  agricultural  equip- 
ment, the  construction  of  grain  storage  facilities, 
and  a  supply  of  DDT  for  malaria  control.  In 
addition,  $10  million  was  made  available  for  tech- 
nical cooperation  activities.  The  United  States 
is  continuing  to  aid  India's  railroad  system  with 
deliveries  toward  a  planned  total  contribution  of 
100  locomotives  and  8,700  freight  cars;  as  of  June 
30,  1956,  all  of  the  locomotives  and  6,800  freight 
cars  had  been  delivered. 

Several  important  Indian  industrial  policies 
were  announced  in  the  first  half  of  1956  in  connec- 
tion with  the  Second  Five-Year  Plan.  The  new 
plan  calls  for  a  shift  of  emphasis  from  agriculture 
to  industry.  The  program  takes  into  account  the 
special  efforts  required  in  consumer  goods  fields  as 
well  as  in  basic  industries,  in  marked  contrast  to 
the  Communist  countries'  neglect  of  consumer 
needs  in  favor  of  the  advancement  of  military  and 
heavy  industries.  The  plan  also  outlines  the 
respective  roles  of  the  public  and  private  sectors. 
Specific  areas,  notably  defense  industries,  power, 
steel,  transportation  and  communications,  fall 
within  the  public  sphere.  Joint  public  and  private 
development  areas  include  basic  chemicals,  ferro- 
alloys, and  fertilizers.  Certain  other  industries 
are  left  to  private  enterprise. 

Iran 

In  the  period  under  review,  the  Governments 
of  Iran  and  the  United  States  took  several  signifi- 
cant measures  to  advance  Iran's  economic,  de- 
velopment and  enable  it  to  meet  its  responsibilities 
as  a  member  of  the  Baghdad  Pact  organization. 
In  light  of  these  responsibilities,  it  has  become 
increasingly  important  that  Iran  coordinate  its 
military  and  nonmilitary  programs  and  adjust 
them  to  its  available  resources. 

Steady  progress  was  maintained  in  the  develop- 
ment of  the  Iranian  armed  forces.  Apart  from  its 
stragetic  location  and  its  defense  of  a  long  com- 
mon border  with  the  USSR,  Iran's  principal 
military  contribution  to  regional  defense  at  this 
time  is  its  army.  The  United  States  furnished 
military  equipment   to  Iranian  forces  at   an  in- 
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creased  rate  during  the  six-month  period  and  made 
the  first  shipment  of  jet  aircraft.  American  train- 
ing teams  worked  directly  with  Iranian  Army 
units  to  increase  their  overall  effectiveness,  and 
technical  engineering  surveys  were  begun  for 
mditary  construction  projects  which  wih  improve 
Iran's  defensive  capabilities. 

The  United  States  obligated  $57.5  million  for 
defense  support  in  Iran  during  the  1956  fiscal 
year;  about  half  of  this  was  for  budgetary  assist- 
ance. By  way  of  mobilizing  its  resources  more 
effectively,  the  Government  of  Iran  on  its  part 
alleviated  the  budgetary  deficit  by  diverting  to  it 
some  of  the  oil  revenues  which  heretofore  had  been 
channeled  back  into  the  development  program. 
Additional  budgetary  improvement  should  result 
from  the  agreement  of  the  oil  consortium  oper 
ating  in  Iran  to  increase  the  original  schedule  of 
oil  shipments  by  a  rate  which  would  add  about 
$12.5  million  annually  to  Iranian  revenues. 

The  United  States  technical  cooperation  pro- 
gram in  Iran  is  being  integrated  with  the  regular 
activities  of  the  government  ministries.  Intensi- 
fied efforts  were  made  during  the  half-year  in  the 
field  of  public  administration,  and  United  States 
technicians  are  serving  as  advisors  in  each  of 
Iran's  civilian  ministries,  with  special  emphasis 
being  placed  by  the  Iranians  on  improved   tax 


and  fiscal  administration.  Encouraging  progress  is 
being  made  also  in  other  fields.  The  Karaj 
Agricultural  College  is  expanding  its  curriculum; 
an  industrial  institute  is  being  developed  at 
Tehran;  and  the  Iranian  Ministry  of  Roads  is 
being  advised  in  the  organization  of  a  highway 
department. 

Turkey 

Turkish  armed  forces  during  the  first  half  of 
1956  continued  to  develop  in  line  with  NATO  and 
Baghdad  Pact  agreements  and  the  country's  in- 
ternal security  needs.  The  United  States  supplied 
additional  equipment  for  the  Turkish  armed  forces 
as  well  as  supplies  and  training  to  insure  proper 
maintenance  of  equipment  previously  furnished. 

Defense  support  funds  obligated  during  the 
1956  fiscal  year  amounted  to  $105  million,  and 
technical  cooperation  funds  to  $2  million.  These 
funds  were  directed  primarily  to  the  important 
task  of  filling  major  gaps  in  the  current  industrial 
pattern,  such  as  spare  parts  for  existing  equipment, 
raw  materials  and  certain  facilities  for  processing 
them.  A  limited  amount  was  applied  to  the  com- 
pletion of  development  projects  already  under 
way.  This  policy  was  followed  in  order  to  help 
the  nation  digest  the  economic  development  proj- 
ects previously  undertaken  and  bring  inflationary 
forces  under  control  before  extensive  new  develop- 
ment projects  are  started. 

Defense  support  and  technical  cooperation  ac- 
tivities during  the  period  played  a  major  part 
both  in  the  development  of  the  Zonguldak  coal 
basin,  located  in  the  northwest  region  of  Asiatic 
Turkey,  and  in  the  country's  highway  constru- 
tion  and  maintenance  program.  United  States 
assistance  to  the  coal  basin  project  ended  with 
fiscal  year  1956  funding;  contributions  under  the 
mutual  security  program  amounted  to  $19.2  mil- 
lion; Turkey  spent  the  equivalent  of  $37.7  million. 
Projects  for  the  improvement  of  the  Turkish  high- 
way system  are  similarly  nearing  completion. 
These  projects  have  involved  the  construction  and 
maintenance  of  a  17,000-mile  highway  network 
which  is  vital  both  to  the  overall  economic  de- 
velopment of  the  country  and  the  mobility  of 
Turkey's  armed  forces  for  defense  purposes. 

In  March  1956,  the  Government  of  Turkey 
established  the  Turkish  State  Airlines  as  a  private 
corporation,  bringing  to  an  end  state  operation 
of  the  nation's  air  transport  system.  This  tran- 
sition was  brought  about  in  large  measure  through 
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the  technical  cooperation  project  in  airlines  oper- 
ation carried  out  by  Pan  American  World  Airways 
under  contract  with  ICA. 

The  Turkish  Government  has  initiated  a 
number  of  steps  toward  economic  reform.  Among 
significant  measures  taken  during  the  half-year 
period  were  the  efforts  to  bring  the  operational 
budget  of  the  state-owned  enterprises  under  cen- 
tral review  and  to  deny  them  access  to  further 
inflationary  financing  from  the  Central  Bank. 
Other  actions  included  sharp  increases  in  interest 
rates;  regulations  which  imposed  credit  cedings 
on  banks ;  and  a  substantial  holding  of  the  line  on 
agricultural  subsidies. 

Despite  these  measures,  Turkey's  economy  is 
in  a  serious  condition.  Much  more  needs  to  be 
accomplished  in  arresting  the  rapid  rise  in  prices, 
the  persistent  heavy  excess  of  imports  over  exports, 
and  the  continued  decline  in  the  value  of  the  cur- 
rency before  an  extensive  program  of  new  de- 
velopment projects  can  be  resumed  without 
adverse  economic  repercussions. 

Africa 

The  first  half  of  1956  saw  a  number  of  countries 
in  Africa  attain  self-government.  Mutual  secu- 
rity programs  have  been  in  progress  in  several 
areas  in  Africa  already  independent.  United 
States  cooperation  programs  in  Liberia  date  back 


to  World  War  II.  Some  of  the  technical  cooper- 
ation projects  in  marine  fisheries  and  cartographic 
services,  for  example,  have  now  reached  the  stage 
where  they  are  being  turned  over  completely  to 
the  Liberians.  American  private  investors  are 
playing  an  increasing  part  in  Liberia's  economic 
development,  as  indicated  by  a  new  minerals  con- 
cession and  a  timber  concession  which  have 
reached  the  final  stages  of  negotiations. 

In  Ethiopia,  the  technical  cooperation  program 
has  passed  from  its  initial  introductory  phase  of 
training  in  the  basic  fields  of  agriculture,  educa- 
tion, and  health  and  has  advanced  to  training  in 
airline  operations  and  to  natural  resource  surveys. 
Work  in  the  pioneer  agricultural  secondary  school 
at  Jimma  in  western  Ethiopia,  in  its  fourth  year, 
continues  to  represent  an  outstanding  achieve- 
ment in  Ethiopian-American  teamwork.  Earlier 
this  year,  an  Ethiopian  co-director  and  several 
Ethiopian  instructors  were  added  to  the  institu- 
tion, thus  beginning  a  process  which  will  lead  to 
the  installation  of  a  completely  Ethiopian  staff. 
At  a  higher  educational  level,  construction  of  the 
agricultural  college  at  Haramaya  in  the  eastern 
part  of  the  country  is  nearing  completion.  It  is 
anticipated  that  the  college  will  open  this  fall. 

Military  assistance  to  Ethiopia  during  the  first 
half  of  1956  was  marked  by  a  sharp  acceleration  in 
the  delivery  of  equipment  to  the  Ethiopian  army, 
mainly  motor  transportation  and  ammunition 
items.  Reorganization  plans  for  the  army  were 
drawn  up  to  provide  lightly  armed  mobile  units 
to  meet  specific  local  needs  with  better  effect. 
Agreement  was  reached  also  on  a  program  of 
naval  aid.  The  coastal  patrol  craft  furnished 
under  this  program  will  form  the  nucleus  of  an 
Ethiopian  navy  and  provide  a  defense  of  its 
coastline  and  harbors. 

In  Libya,  the  Libyan-American  Reconstruction 
Commission,  through  which  the  economic  pro- 
gram is  carried  out,  maintained  a  steady  rate  of 
progress  during  the  first  half  of  1956  in  many  of 
its  projects,  particularly  in  water  development, 
conservation,  agricultural  credit,  and  highway 
construction  and  maintenance.  Program  opera- 
tions in  Libya  were  expanded  in  April  with  the 
granting  of  $5  million  in  development  assistance 
funds.  To  afford  relief  from  the  effects  of  recur- 
ring droughts,  Libya  has  been  furnished  supple- 
mental aid  under  the  surplus  agricultural  com- 
modity program.  During  the  first  half  of  1956, 
the  United  States  shipped  an  additional  10,200 
tons  of  wheat  to  Libya,  bringing  total  shipments 
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Unloading  American  wheat  in  Libya.     The   United  States  has  shipped  over  55,000  tons  oj  surplus 
wheat  in  the  last  two  and  one-half  years  to  help  Libyans  combat  their  continuing  shortage  of  food  grains. 


of  wheat  for  the  past  two  and  one-half  years  to 
55,200  metric  tons. 

Spain 

Under  agreements  concluded  in  September  1953, 
the  United  States  is  constructing  military  facilities 
in  Spain  for  joint  use  with  our  armed  forces,  and 
is  furnishing  military  and  economic  assistance  to 
help  Spain  carry  out  its  defense  responsibilities. 

Base  construction  activity  is  now  well  along  at 
all  of  the  major  facilities,  including  the  air  bases 
at  Torrejon,  Zaragoza,  Moron  and  San  Pablo, 
and  the  naval  base  at  Rota.  About  125  miles  of 
the  485-mile,  10-inch  pipeline  from  Rota  to  Zara- 
goza, which  is  to  feed  fuel  to  the  bases,  have  been 
completed.  Through  the  1956  fiscal  year,  con- 
tracts have  been  placed  totaling  about  $205 
million.  In  fiscal  year  1 956,  a  project  was  started 
to  construct  ship  repair  yards  in  connection  with 
Spain's  ship  modernization  program.  These  repair 
yards  will  enable  Spain  to  fabricate  and  later 
repair  the  aluminum  superstructures  required  for 


its  ships  as  well  as  to  install  modern  electronics 
and  ordnance  equipment. 

The  United  States  has  provided  the  Spanish 
forces  with  jet  aircraft,  tanks,  antiaircraft,  and 
antitank  equipment.  The  influx  of  modern 
equipment  has  served  to  alert  the  Spanish  forces 
to  deficiencies  in  their  systems  of  logistics,  per- 
sonnel and  training,  and  has  promoted  the  actions 
required  to  enable  Spain's  forces  to  utilize  such 
equipment.  Assistance  to  Spain's  navy  has 
been  directed  primarily  toward  improvement  of 
existing  vessels. 

Spain's  economy  is  subject  to  wide  fluctuations 
in  production  due  to  the  extreme  variability  in  its 
weather.  Rainfall  in  the  first  half  of  1956  was 
favorable,  indicating  prospects  for  good  crop  yields 
and  increased  hydroelectric  power;  nevertheless, 
a  severe  frost  in  February  did  great  damage  to 
the  citrus,  nut,  and  early  vegetable  crops  on  which 
Spain  relies  heavily  for  its  foreign  exchange  earn- 
ings. As  a  result,  some  $10  million  of  defense 
support  funds  were  added  to  the  approximately 
$50  million  previously  programmed   during  fiscal 
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year  1956  in  order  to  provide  some  of  the  raw 
materials  and  industrial  equipment  which  Spain 
needs  urgently  and  which  it  would  have  been  able 
to  purchase  from  its  own  resources  had  foreign 
exchange  earnings  been  at  their  normal  level. 

The  program  in  .Spain  for  fiscal  year  1956  in- 
cluded S27  million  for  surplus  agricultural  com- 
modities and  some  $31  million  for  equipment 
and  supplies.  The  latter  category  included  about 
$7  million  for  industrial  raw  materials,  $7  million 
for  improvement  of  stragetic  rail  lines,  $8  million 
for  assistance  to  the  electric  power  industry,  and 
nearly  $6  million  for  agricultural  development 
projects.  Lesser  amounts  were  programmed  for 
such  projects  as  cement  production,  aviation 
safety  equipment,  a  petroleum  testing  laboratory, 
and  a  fertilizer  plant.  Completion  of  many  of 
these  projects  will  have  the  dual  effect  of  helping 
the  Spanish  economy  and  at  the  same  time  in- 
creasing Spain's  ability  to  cooperate  with  the 
United  States  in  the  common  defense  effort. 

Bolivia 

Throughout  the  first  half  of  1956,  Bolivia  con- 
tinued to  grapple  with  severe  economic  problems. 
Although  some  progress  was  made  in  laying  the 
groundwork  for  better  diversification  of  produc- 
tion and  increased  productivity,  few  concrete 
gains  in  real  income  were  realized.  Output  in  the 
all-important  tin  industry  remained  low,  and 
manufacturing  and  construction  were  still  de- 
pressed. The  brightest  sign  of  improvement  was 
the  outstanding  progress  made  hi  the  petroleum 
industry. 

A  serious  and  progressive  inflation  has  persisted 
in  Bolivia,  causing  uncertainty  in  business  and 
reducing  the  living  standards  of  certain  segments 
of  the  population.  Aggravating  the  situation, 
foreign  exchange  earnings  continued  to  be  insuffi- 
cient to  meet  the  need  for  essential  imports.  Re- 
sulting deficits  were  covered  by  the  sale  of  remain- 
ing Central  Bank  exchange  reserves;  the  United 
States  assisted  by  providing  vital  foodstuffs  and 
machinery  and  equipment.  Nevertheless,  acute 
shortages  of  imported  goods  prevailed,  and  a  gen- 
eral wage  increase  was  decreed  in  an  attempt  to 
keep  up  with  spiraling  prices. 

The  mutual  security  program  continued  to  be 
an  important  factor  to  Bolivia  in  its  struggle  to 
effect  economic  improvements.  During  the  1956 
fiscal  year,  $17.1  million  worth  of  agricultural 
surplus  commodities  were  sold  to  the  Government 
of  Bolivia  under  Section  402  of  the  Mutual  Secu- 
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rity  Act,  and  proceeds  from  the  resale  of  these 
goods  to  the  Bolivian  people  were  programmed 
for  economic  development  projects.  A  total  of 
$5.9  million  was  used  to  provide  machinery  and 
equipment  for  activities  in  agriculture,  highway 
transportation,  aviation  development,  and  internal 
migration.  Work  continued  on  a  survey  of 
Bolivia's  mining  industry  and  on  construction  of 
an  all-weather  bridge  in  the  lowlands. 

In  addition  to  these  activities,  $2.7  million  was 
furnished  for  technical  cooperation  projects  in  a 
number  of  basic  activities  with  significant  long- 
range  implications.  These  included  projects  for 
improving  diversification,  production,  and  mar- 
keting practices  in  agriculture  and  for  expanding 
facilities  and  services  in  transportation.  Other 
joint  projects  under  way  are  designed  to  raise  lit- 
eracy levels  through  improved  educational  facili- 
ties and  methods;  to  provide  better  health  and 
sanitation;  to  improve  training  methods  and  facili- 
ties for  public  service;  and  to  encourage  orderly 
development  in  the  labor  movement  through 
grants  to  bring  labor  leaders  to  the  United  States 
for  study. 

Despite  the  severity  of  Bolivia's  economic 
problems,  there  were  several  indications  of  prog- 
ress  during   the   half-vear   under  review.     Some 
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advance  has  been  made  in  solving  the  dislocations 
occasioned  by  the  agrarian  reform.  Since  com- 
pletion of  the  Cochabamba-Santa  Cruz  highway, 
the  population  around  Santa  Cruz  has  begun  to 
increase,  and  mutual  security  activities  helped  to 
spur  agricultural  production  in  that  region. 
Indicative  of  an  improved  investment  climate 
were  the  signing  of  a  $5-million  contract  with  the 
Gulf  Oil  Company  for  an  operating  concession 
and  for  financing  an  oil  pipeline  to  the  Pacific 
Coast;  and  the  granting  of  favorable  terms  for  a 
gold-dredging  concession  in  the  eastern  lowlands. 
Another  encouraging  development  was  the  Bolivi- 
an Government's  growing  recognition  that  national 
fiscal  and  economic  policies  need  complete  over- 
hauling and  reform.  To  expedite  progress  in 
that  direction,  Bolivia  requested  an  American 
fiscal  mission,  one  of  whose  members  will  serve  as 
the  executive  director  of  a  National  Council  for 
Monetary  Stabilization.  Two  other  United  States 
technicians  will  serve  as  advisors  to  the  Council 
and  to  the  Bolivian  Ministries  of  Finance  and 
Economy. 

Guatemala 

Through  a  development  assistance  program  first 
inaugurated  in  Guatemala  late  in  1954,  following 
the  overthrow  of  the  pro-Communist  regime,  the 
United  States  has  supported  the  present  Govern- 
ment in  its  efforts  to  accelerate  the  rate  of  the 
nation's  economic  development  and  thereby  in- 
sure more  stable  political  conditions.  During  the 
1956  fiscal  year,  $16.2  million  was  obligated  for 
development  assistance.  About  $4  million  of  the 
total  was  furnished  in  the  form  of  surplus  agri- 
cultural commodities,  the  proceeds  from  the  sale 
of  which  are  to  be  used  on  economic  development 
projects. 

The  greater  part  of  the  funds  has  been  author- 
ized for  a  large  highway  construction  program. 


It  is  expected  that  the  center  section  of  the  Pacific 
Slope  Highway,  which  crosses  Guatemala  from 
Mexico  to  El  Salvador,  will  be  completed  during 
the  coming  dry  season  beginning  in  January  1957. 
An  additional  $500,000  was  authorized  recently 
to  hard-surface  the  road  joining  Quetzaltenango 
on  the  Pan  American  Highway  with  Retalhuleu 
on  the  Pacific  Slope  Highway.  On  the  Atlantic 
Highway,  connecting  Guatemala  City  with  the 
Atlantic  ports  of  Puerto  Barrios  and  Santo  Tomas, 
construction  is  being  carried  out  under  private 
contract  as  well  as  by  the  Guatemalan  Ministry 
of  Public  Works. 

Funds  were  provided  also  for  additional  equip- 
ment for  the  Roosevelt  Hospital.  The  maternity 
unit  of  the  hospital  opened  in  December  1955, 
and  the  pediatric  unit  is  expected  to  be  in  opera- 
tion late  this  year. 

Progress  was  made  in  improving  opportuni- 
ties for  families  to  settle  on  newly  available  farm 
lands  under  the  Government's  rural  development 
program.  Preliminary  clearing  has  been  com- 
pleted in  some  of  the  areas,  and  about  1,000  fam- 
ilies were  resettled  on  Government  land  in  six 
selected  localities,  with  opportunities  for  acquiring 
title  to  the  land  after  a  two-year  period  of  home- 
steading. 

In  the  technical  cooperation  field,  the  United 
States  is  helping  the  Guatemalan  Government  to 
develop  agricultural  productivity  and  distribution 
processes;  advance  health  and  educational  stand- 
ards; stimulate  industrial  development  and  im- 
prove public  administration.  Through  an  ICA- 
financed  contract  with  an  American  firm  of  man- 
agement consultants,  Guatemala  is  installing  an 
improved  budget  system.  American  technicians 
are  also  assisting  in  carrying  through  projects  for 
which  development  assistance  funds  have  been 
authorized. 
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SECTION  IV 


Other  Aspects  of  the  Mutual  Security 

Program 


Increased  Activity  in  the  Program  to 
Insure  Investments  Abroad 

The  investment  guaranty  program  is  an  im- 
portant means  of  encouraging  United  States 
private  enterprise  to  participate  abroad  in  achiev- 
ing the  purposes  of  the  Mutual  Security  Act. 
Through  this  program,  the  United  States  Govern- 
ment makes  available,  for  a  fee,  insurance  pro- 
tection for  private  investment  against  the  risks  of 
inconvertibility  of  foreign  currency  receipts  and 
loss  through  expropriation  or  confiscation.  The 
insurance  is  available  for  the  protection  of  new 
investments  in  any  foreign  country  with  which 
the  United  States  has  formally  agreed  to  institute 
the  program. 

Through  June  30,  1956,  agreements  which 
permit  the  operation  of  the  guaranty  insurance 
provisions  had  been  completed  with  30  countries — 
13  in  Europe,  9  in  Latin  America,  4  in  the  Far  East, 
and  4  in  the  Near  East.  Continuing  efforts  are 
being  made  to  negotiate  agreements  with  other 
countries  in  which  investors  have  expressed  an 
interest. 

During  January-June  1956,  34  contracts  totaling 
$22.7  million  were  issued,  of  which  $4.3  million 
represented  insurance  written  for  the  first  time 
for  projects  in  Guatemala,  Japan,  Pakistan,  Peru, 
and  Thailand.  This  brought  the  number  of 
contracts  issued  as  of  June  30,  1956,  to  133, 
providing  protection  totaling  $117.3  million  for 
investments  in  a  variety  of  industrial  and  com- 
mercial projects  in  15  countries.  One  hundred 
and  two  of  these  contracts,  amounting  to  $S8.6 
million,  were  for  convertibility  insurance,  and  the 
remainder  were  for  expropriation  insurance. 

Increased  investor  interest  in  the  program  was 
reflected  in  the  volume  of  applications  received 
during  the  six  months;  these  applications 
amounted  in  value  to  $104.1  million.  Applica- 
tions pending  on  June  30,   1956,  reached  a  new 


high  of  $308.4  million  and  represented  proposed 
investments  in  projects  in  23  countries. 

Total  fees  collected  as  of  the  end  of  fiscal  year 
1956  amounted  to  $1.6  million,  an  increase  of 
$244,325  since  December  31,  1955.  No  claims 
for  payments  under  investment  guaranty  contracts 
have  been  made. 

Opportunities  for  American  Small 
Business 

ICA's  Office  of  Small  Business  continued  to 
serve  the  interests  of  American  business  firms, 
particularly  smaller  enterprises,  by  alerting  them 
to  procurement  and  service  opportunities  in 
connection  with  the  mutual  security  program. 
In  the  first  half  of  1956,  the  Office  of  Small 
Business  circulated  3,466  advance  notices  on 
proposed  ICA-financed  procurement  to  American 
suppliers,  providing  the  information  necessary  to 
enable  them  to  submit  bids. 

In  addition  to  the  advance  notices  on  procure- 
ment, award  notices  were  published  during  this 
six-month  period  listing  successful  bidders  on 
3,196  ICA-financed  transactions,  for  the  infor- 
mation of  American  organizations  specializing  in 
services,  such  as  freight  forwarders  and  trans- 
portation companies;  and  memoranda  were  issued 
providing  general  information  of  cm-rent  interest 
to  firms  engaged  in  exporting. 

The  Contact  Clearing  House  Service  assists  in 
establishing  direct  communication  between  Ameri- 
can and  foreign  concerns  interested  in  exploring 
the  possibilities  of  licensing  or  investment  arrange- 
ments. In  carrying  out  this  operation,  the  Office 
of  Small  Business  is  responsible  for  finding  foreign 
opportunities  and  for  distribution  abroad  of 
American  offers;  the  Department  of  Commerce 
publishes  information  domestically  regarding  the 
foreign  proposals.  During  the  period  under 
review,  the  Office  of  Small  Business  distributed  67 
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American  investment  proposals  in  33  foreign 
countries  and  obtained  297  foreign  proposals  for 
publication  by  the  Department  of  Commerce. 

The  Office  of  Small  Business  also  assumed 
responsibility  for  enforcing  and  implementing  the 
requirement  that  ICA-financed  commodities  and 
their  containers  show  the  ICA  emblem,  identifying 
these  shipments  as  part  of  the  United  States 
mutual  security  program. 

Goods  Carried  in  American  Ships 

Cargoes    to   and  from    the    United   States — 

Preliminary  figures  through  May  of  the  1956 
fiscal  year  indicate  compliance  with  the  Congres- 
sional requirement  that  50  percent  of  ocean  ship- 
ments of  commodities  financed  under  the  mutual 
security  program  must  be  carried  in  American 
vessels.  Fifty-three  percent  of  the  2.8  million 
tons  carried  on  tramp  vessels,  and  71  percent  of 
the  1.7  million  tons  of  liner  shipments  were 
transported  in  U.  S.-flag  vessels.  There  were  no 
tanker  shipments  during  this  period. 

Inbound  shipments  of  strategic  materials  for 
the  same  period  registered  83  percent  participation 
by  American  ships. 

On  military  shipments,  70  percent  of  the  total 
of  military  end-items  shipped  in  the  1956  fiscal 
year  was  carried  on  U.  S.-flag  commercial  vessels. 
Over  the  whole  period  of  the  mutual  security 
program,  68  percent  of  the  total  military  goods 
shipped  moved  on  such  vessels. 

Shipments  betiveen  Foreign  Countries — 
Also  subject  to  the  provision  that  at  least  50  per- 
cent of  the  tonnage  financed  under  the  mutual 
security  program  must  move  on  U.  S.-flag  ships 
are  certain  nonmilitary  aid  shipments  originating 
in  foreign  ports  and  destined  for  other  foreign 
countries.  The  largest  portion  of  this  type  of  cargo 
consisted  of  commodities  moving  between  ports 
in  the  Far  East.  During  the  first  nine  months  of 
the  fiscal  year,  waivers  had  to  be  issued  on  nearly 
three-fourths  of  the  tonnage  because  U.  S.-flag 
service  was  not  available  from  the  ports  of  origin. 
Of  the  remaining  fourth,  69  percent  of  the  tramp 
cargoes  and  slightly  more  than  53  percent  of  the 
liner  carriage  was  moved  in  American  vessels. 
Waivers  were  issued  on  all  the  tanker  shipments 
during  this  period. 

Shortage  of  Vessels — In  an  effort  to  cope  with 
a  mounting  shortage  of  ships  available  for  trans- 
porting overseas  cargo  shipped  under  the  mutual 
security  program,  ICA  applied  to  the  Federal 
Maritime  Board  in  Mav  for  a  minimum  of  30 


vessels  to  be  broken  out  from  the  reserve  fleet;  to 
date,  only  two  have  been  made  available.  Ocean 
shipping  capacity  was  increasingly  strained  during 
the  half-year  as  a  result  of  larger  commercial 
imports  of  American  coal  by  European  countries 
and  a  steady  wcrld-wide  rise  in  foreign  trade.  At  a 
hearing  before  the  Maritime  Board  in  June,  ICA 
took  the  position  that  the  increased  volume  of 
commercial  shipping  should  not  be  allowed  unduly 
to  delay  cargoes  financed  by  the  United  States 
Government  nor  should  the  high  freight  rates 
resulting  from  the  heavy  ocean  traffic  be  permitted 
to  absorb  an  excessive  share  of  ICA  funds  for 
overseas  programs. 

Escapees  to  the  Free  World 

The  United  States  program  for  escapees  assists 
those  who  seek  asylum  from  Communism  and 
wish  to  settle  in  free-world  countries.  During  the 
first  half  of  1956,  over  5,500  escapees  were 
resettled,  of  whom  some  2,900  came  to  the 
United  States  under  the  provisions  of  the  Refugee 
Relief  Act.  Since  the  program  began  in  1952,  over 
29,000  persons  have  been  placed,  roughly  half  of 
them  in  the  United  States  and  the  remainder 
about  equally  divided  among  Australia,  Canada, 
and  Latin  America.  Increased  emphasis  has  been 
given  to  establishing  in  the  countries  of  initial 
a  sylum  those  persons  who  are  not  adaptable  to 
resettlement  because  of  old  age,  disability,  or 
other  handicaps.  As  a  result  of  this  emphasis, 
during  the  first  half  of  1956  more  than  1,600  per- 
sons were  integrated  into  the  economies  of  the  free 
world  countries  to  which  they  had  originally 
escaped. 

In  Europe,  the  escapee  program  had  on  its 
register  on  January  1,  1956,  about  30,700  es- 
capees who  had  been  given  preliminary  eligibility 
for  assistance.  Despite  the  addition  of  some 
5,800  cases  to  the  register  since  that  time,  the 
caseload  was  reduced  by  June  30  to  about  26,000 
through  its  overseas  resettlement  program  and 
through  local  integration  projects  carried  out  by 
contracting  with  over  twenty  American  and 
international  voluntary  agencies. 

In  the  Far  East,  the  program  continued  to  sup- 
port several  voluntary  agencies  conducting  proj- 
ects of  assistance  to  selected  anti-Communist 
political  refugees,  principally  in  Hong  Kong. 
Thus  far,  more  than  14,400  such  refugees  have 
been  moved  from  Hong  Kong  to  areas  of  perma- 
nent resettlement,  mainly  in  Taiwan  but  also  in 
the  United  States,  Latin,  America,  and  Australia. 
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In  addition,   many  refugees  remaining  in  Hong 

Kong  have  been  helped  to  become  self-supporting. 

Effective  April   1,   1956,  responsibility  for  the 

conduct  of  the  escapee  program  was  transferred 

I  from  ICA  to  the  Department  of  State.1 

Multilateral  Programs 

The  program  of  United  Nations  Technical  Assist- 
ance (UNTA)  for  calendar  year  1956  included 
activities  in  92  countries  and  territories  to  be  car- 
ried out  through  the  UN  and  its  specialized  agen- 
cies. In  the  first  half  of  the  year,  there  were  1,360 
experts  working  under  this  program  throughout 
the  world,  and  about  1,900  fellowships  were 
awarded  for  trainees.  The  United  States  pledged 
$15.5  million  to  the  UNTA  program  for  the  1956 
calendar  year,  subject  to  the  condition  that  this 
contribution  would  not  exceed  50  percent  of  the 
total  contributed  by  all  governments.  As  of  June 
30,  1956,  it  appeared  that  about  $14.5  million  of 
the  amount  pledged  by  the  United  States  woidd 
be  needed  to  match  the  contributions  of  other 
governments. 

The  United  States  continued  its  support  of  the 
technical  cooperation  program  of  the  Organization 
of  American  States  (OAS).  Seven  regional  train- 
ing centers  are  being  operated  in  Latin  America 
under  this  program.  The  United  States  pledged 
$1.5  million  to  the  OAS  program  for  the  1956 
calendar  year,  subject  to  the  condition  that  its 
contribution  not  exceed  70  percent  of  the  total 
contributed  by  all  the  American  Republics.    As  of 

1  The  transfer  is  discussed  further  in  Section  I,  p.  13. 


June  30,  1956,  it  appeared  that  about  $1.2  million 
of  the  amount  pledged  by  the  United  States  would 
be  needed  to  match  the  contributions  of  other 
governments. 

The  United  Nations  Children's  Fund  (UNICEF) 
continued  to  make  outstanding  progress  in  the 
first  half  of  1956.  During  this  period,  the  Execu- 
tive Board  of  UNICEF  approved  allocations  total- 
ing $9  million.  Special  emphasis  is  being  given  to 
malaria  eradication  programs  in  Latin  America 
and  in  the  Eastern  Mediterranean  area,  and  $3.2 
million  was  allocated  for  these  programs.  The 
United  States  is  contributing  $9.7  million  to 
UNICEF  for  the  1956  calendar  year  program, 
with  a  limitation  of  57.5  percent  of  total  con- 
tributions as  compared  to  60  percent  in  1955. 

Through  the  operations  of  the  United  Nations 
Refugee  Fund  (UNREF),  the  number  of  refugees 
requiring  assistance  as  of  June,  30,  1956,  had  been 
reduced  from  about  300,000,  when  tbe  program 
started  in  1955,  to  approximately  235,000.  Of 
this  number,  less  than  60,000  were  living  hi  camps 
compared  to  88,000  in  1955.  The  United  States 
contribution  to  this  program  in  1956  was  $1.2 
million. 

The  Intergovernmental  Committee  for  European 
Migration  moved  more  than  60,000  migrants  and 
refugees  out  of  Europe  to  countries  of  overseas 
destinations  dining  the  first  six  months  of  1956. 
The  Government  of  Spain  joined  the  Committee 
during  the  period,  bringing  the  total  of  member 
governments  to  26.  The  United  States  contrib- 
uted almost  $12  million  to  this  program  in  1956. 
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PRESIDENT'S  LETTER  OP  TRANSMITTAL 

To  the  Congress  of  the  United  States: 

I  am  transmitting  herewith  the  Eleventh  Semiannual  Report  on  the  opera- 
tions of  the  Mutual  Security  Program,  for  the  period  July  1,  1956,  through 
December  31,  1956. 

Under  present  world  conditions,  I  am  convinced  that  this  program  is, 
more  than  ever,  essential  to  the  security  of  the  United  States. 
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The  White  House, 
April  26, 1957 
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CHAPTER  I 


Action  Highlights  of  the  Half -Year 


Developments  on  the  international  scene  dur- 
ing the  second  half  of  1956  had  a  direct  im- 
pact on  mutual  security  operations.  The  situation 
growing  out  of  actions  in  the  Suez  area  in  the 
latter  part  of  the  year  created  a  number  of  prob- 
lems bearing  on  program  activities  in  countries 
of  the  Middle  East.  The  brutal  Soviet  repression 
of  Hungary's  bid  for  independence  forced  thou- 
sands of  refugees  to  seek  escape  from  tyranny  and 
brought  emergency  problems  of  transportation, 
care,  and  placement.  The  International  Coopera- 
tion Administration  acted  to  adjust  its  operations 
and  use  its  resources  in  response  to  these  pressing 
situations. 

During  the  period  also,  important  actions  were 
taken  under  mutual  security  programs  in  other 
parts  of  the  world.  In  the  field  of  collective  se- 
curity, encouraging  progress  was  made  in  over- 
coming some  of  the  difficulties  which  had  arisen 
in  the  NATO  defense  organization,  particularly 
in  the  restoration  of  close  working  relationships 
among  the  member  nations.  The  worldwide  mili- 
tary assistance  program  continued  to  help  friendly 
nations  in  Europe,  Asia,  and  other  regions  build  up 
their  capabilities  for  keeping  themselves  strong 
against  aggression. 

In  the  less  developed  areas  of  the  world,  addi- 
tional measures  were  taken  to  support  independent 
nations  in  their  efforts  to  develop  key  segments 
of  their  economies  so  that  they  could  become  self- 
sustaining  partners  of  the  free  world  community 
and  contribute  fully  to  its  total  security  and  well- 
being.  Advances  in  technical  cooperation  pro- 
vided further  evidence  that  this  program  is  an 
effective  instrument  in  assisting  other  free  people 
to  acquire  the  techniques  and  knowledge  they  need 
to  help  themselves  to  a  better  and  more  productive 
life. 

The  latter  half  of  1956  also  saw  a  number  of 
comprehensive  studies  launched,  directed  to  a  re- 


view of  some  of  the  basic  policy  and  operational 
aspects  of  the  mutual  security  program. 

ICA  Actions  in  the  Middle  East 
and  Hungarian  Crises 

Actions  in  the  Middle  East 

Events  centering  around  the  outbreak  of  hos- 
tilities in  the  Suez  area  and  the  closure  of  the 
canal  overshadowed  other  developments  in  the 
Middle  East  during  the  6-month  period  and  had 
a  marked  influence  on  mutual  security  programs 
in  that  area.  The  ensuing  disruptions  affected  the 
carrying  out  of  going  programs,  upset  scheduled 
uses  of  funds,  and  necessitated  adjustments  in 
plans  for  future  operations. 

With  the  outbreak  of  fighting  in  the  Suez  in  late 
October,  virtually  all  ICA  personnel  were  with- 
drawn from  Egypt,  Israel,  and  Jordan.  In  a 
number  of  cases,  however,  those  countries  were 
able  to  sustain  project  activities  in  some  measure 
with  their  own  personnel.  In  countries  farther 
removed  from  the  center  of  hostilities,  the  impact 
on  programs  under  way  was  not  so  pronounced,  al- 
though modifications  had  to  be  made  in  the  com- 
position of  the  1957  fiscal  year  programs  because 
of  transportation  problems  created  by  the  closing 
of  the  Suez  Canal. 

Among  5,300  Americans  withdrawn  from 
Middle  East  countries  were  approximately  475 
ICA  employees  and  their  families  who  were  trans- 
ported to  safe  havens  in  the  Mediterranean  area. 
Because  conditions  in  the  affected  countries  were 
still  uncertain  at  the  end  of  the  year,  ICA  re- 
assigned to  other  missions  those  employees  who 
were  eligible  for  reassignment  or  whose  services 
were  required  elsewhere.  Some  personnel  were 
placed  temporarily  in  nearby  ICA  missions  in  an- 
ticipation   of    returning   to    their    former    posts 


should  conditions  permit  a  restoration  of  opera- 
tions. 

The  new  political  climate  in  the  Middle  East 
and  the  economic  consequences  of  the  Suez  closure 
and  subsequent  military  actions  posed  complex 
problems  in  the  planning  and  execution  of  eco- 
nomic activities  in  the  area. 

The  loss  of  revenues,  due  to  disruption  of  canal 
traffic  and  destruction  of  oil  pipelines  and  pump- 
ing stations  in  the  region,  had  repercussions  in 
nearly  every  country.  Heavy  losses  were  suffered 
by  Iraq,  Saudi  Arabia,  and  Syria.  Iraq  lost  75 
percent  of  its  monthly  oil  revenues  after  the  pipe- 
lines of  the  Iraq  Petroleum  Company  were  blown 
up  in  Syria.  Because  of  substantial  exchange  re- 
serves, however,  Iraq  was  able  to  maintain  expen- 
ditures for  economic  development.  Syria  lost  the 
revenue  normally  derived  from  allowing  oil  to  be 
transported  through  its  territory.  Saudi  Arabian 
oil  revenues  also  declined.  Beginning  in  Decem- 
ber, its  monthly  revenues  were  about  30  percent 
below  the  level  prior  to  the  Canal's  closing. 

Commodity  prices  in  India  moved  further  up- 
ward with  the  slowdown  of  imports  of  food  grains. 
The  Suez  crisis  accentuated  the  economic  difficul- 
ties which  India  was  experiencing  with  respect 
to  its  second  5-year  plan.  In  Egypt,  the  seques- 
tration of  foreign  business  establishments  and  the 
loss  of  revenue  from  the  canal  resulted  in  wide- 
spread unemployment  and  seriously  reduced  im- 
ports. Commodity  prices  in  Israel  soared,  and 
existing  plans  for  economic  improvement  were 
highly  uncertain. 

Such  disturbances  in  normal  economic  patterns 
were  causing  nations  in  the  Middle  East  and  South 
Asia  to  change  their  plans  for  economic  develop- 
ment, thereby  necessitating  adjustments  in  United 
States  assistance  measures  for  those  countries. 
For  example,  all  countries  in  the  area  will  proba- 
bly experience  a  period  of  abnormal  foreign  ex- 
change shortages  in  greater  or  lesser  degree,  and 
this  factor  will  need  to  be  recognized  in  future 
economic  programs. 

In  addition  to  these  economic  strains,  there 
were  problems  arising  from  the  various  Soviet 
moves  in  the  Middle  East  region.  At  the  end  of 
the  year,  the  executive  branch  was  considering 
measures  which  would  deal  effectively  with  these 
situations.  These  measures  contemplated  a  clear 
declaration  by  the  President  and  the  Congress  that 
the  United  States  is  prepared  to  help  the  countries 
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of  the  area  maintain  their  independence  against 
Communist  aggression  and  to  assist  their  efforts 
to  overcome  their  economic  difficulties.1 

Relief  for  Oppressed  Hungarians 

A  major  problem  was  created  early  in  Novem- 
ber by  the  massed  exodus  into  Austria  of  Hun- 
garian men,  women,  and  children  fleeing  ruthless 
deportation  and  other  oppressive  measures  by  a 
government  forced  upon  them  by  the  Soviet  Union 
after  the  earlier  success  of  their  revolt  against 
Communist  subjugation.  Appeals  for  help  met 
immediate  response  from  voluntary  and  interna- 
tional public  agencies.  As  it  became  obvious  that 
the  needs  far  exceeded  the  available  resources  of 
these  agencies,  governments  of  free  wTorld  coun- 
tries also  responded.  Although  burdened  witli 
its  own  substantial  economic  problems,  Austria 
unhesitatingly  accepted  these  destitute  refugees 
and  appealed  to  the  United  Nations  and  the 
Western  governments  for  support  in  providing 
for  their  maintenance  and  asylum. 

To  help  meet  the  cost  of  caring  for  the  refu- 
gees in  Austria  and  to  provide  some  aid  to  the 
needy  people  still  in  Hungaiy,  $9  million  was 

1  These  measures  were  embodied  in  the  Middle  East 
Resolution  which  was  presented  to  Congress  on  January 
5,  1957. 
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made  available  under  the  mutual  security  pro- 
gram from  the  President's  contingency  fund. 
Of  this  amount,  $5  million  was  contributed  to  the 
United  Nations  to  aid  in  its  activities  in  Hungar- 
ian relief.  The  remainder  was  used  to  acquire 
clothing,  medical  supplies,  and  camp  equipment 
from  United  States  military  stores  and  to  meet 
costs  associated  with  the  supply  of  United  States 
surplus  agricultural  commodities.  The  United 
States  escapee  program  was  authorized  to  use 
$3  million  of  its  regular  program  funds  for  emer- 
gency assistance  to  Hungarian  refugees.  Under 
title  II  of  Public  Law  480,  some  $15  million 
worth  of  United  States  surplus  foods,  including 
transportation  costs,  has  been  authorized  for 
these  purposes.  Part  of  this  food  will  go  to  re- 
place stocks  used  by  United  States  voluntary  re- 
lief agencies  in  meeting  the  initial  emergency; 
part  will  continue  to  be  distributed  by  the  inter- 
national agencies  to  refugees  in  Austria  and  peo- 
ple in  Hungary. 


The  flight  of  Hungarians  into  Austria  reached 
such  dimensions  that  it  soon  became  apparent  that 
Austria's  reception  facilities  were  being  hope- 
lessly overtaxed.  Other  free  nations — the  United 
Kingdom.  Germany,  Switzerland.  France.  Can- 
ada, among  others — responded  to  this  situation  by 
offering  asylum  within  their  borders.  On  No- 
vember 8,  the  President  directed  that  measures  be 
taken  to  expedite  the  processing  of  5,000  Hun- 
garian visa  applications  under  the  Refugee  Relief 
Art.  When  the  exodus  from  Hungary  swelled  to 
major  proportions,  the  President  on  December  1 
directed  that  the  remaining  available,  visas  under 
the  Refugee  Relief  Act  be  used  for  Hungarian 
refugees  in  Austria  and  that  15,000  additional 
Hungarians  be  admitted  to  the  United  States  un- 
der the  parole  provisions  of  the  Immigration  and 
Nationality  Act.  He  stated  that  when  these 
numbers  had  been  exhausted,  the  situation  would 
be  reexamined.  By  the  end  of  J.956,  about  20,000 
refugees  had  already  departed  Austria  for  the 
United  States. 

Developing  Economic  Strength 
in  the  Free  World 

The  economic  assistance  provided  under  the 
mutual  security  program  is  geared  to  help  meet 
those  vital  economic  needs  of  our  free  world  part- 
ners which  are  part  of  the  framework  of  our  mu- 
tual interests.  The  military  burdens  that  some 
countries  must  carry  because  of  their  proximity  to 
the  threat  of  Communist  aggression,  the  different 
positions  which  various  nations  occupy  in  the  scale 
of  economic  development,  the  disparities  in  their 
rates  of  economic  progress,  the  growing  Soviet 
activities  for  economic  penetration — all  these 
mean  that  the  United  States  programs  of  economic 
assistance  must  serve  a  variety  of  purposes  to 
achieve  the  ultimate  objectives  of  peace  and  prog- 
ress that  we  and  our  free  world  allies  seek. 

During  the  period  covered  by  this  report,  a 
number  of  noteworthy  actions  for  progress  in 
economic  development  were  undertaken  to  further 
those  objectives.     Among  these  were : 

Lines  of  Credit  to  Burma  and  Indonesia. — 
After  an  interval  of  about  three  years,  discussions 
on  the  resumption  of  economic  cooperation  activi- 
ties with  Burma  were  init  iated  at  the  request  of  the 
Burmese  Government.    Burma  expressed  a  desire 
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to  arrange  a  loan  to  finance  certain  economic  de- 
velopment projects.  During  the  course  of  subse- 
quent negotiations,  the  United  States  offered  a  $25- 
million  line  of  credit  from  mutual  security  funds  to 
be  repaid  with  interest  over  a  40-year  period.  In 
addition,  the  United  States  offered  to  lend  back 
the  equivalent  of  $17.3  million  in  Burmese  cur- 
rency which  it  received  from  the  sale  to  Burma 
of  its  surplus  agricultural  products  under  title  1 
of  Public  Law  480.  By  December  1956,  the  loan 
negotiations  were  approaching  the  stage  prepara- 
tory to  signature. 

Under  a  June  1956  agreement,  Burma  shipped 
about  10,000  tons  of  rice  to  Pakistan  to  help  meet 
that  country's  emergency  food  needs.  In  ex- 
change, the  United  States  agreed  to  furnish 
Burma  with  $1.1  million  worth  of  technical  serv- 
ices. To  begin  implementation  of  the  June  agree- 
ment, the  Burmese  concluded  contracts  during  the 
second  half  of  1956  to  obtain  the  services  of  Amer- 
ican engineers  and  economists  who  could  assist  the 
Burmese  in  such  basic  development  fields  as  trans- 
portation, agriculture,  and  hydrology. 

The  United  States  carried  on  discussions  with 
Indonesia  during  the  half-year  directed  toward  a 
$15-million  line  of  credit  to  assist  in  carrying  out 
certain  Indonesian  development  projects.  The 
line  of  credit  is  in  addition  to  grants  of  $7  million 
for  technical  cooperation  and  $4  million  for  ma- 
laria control  and  equipment  for  the  Indonesian 
civil  police  force. 

New  Steps  To  Promote  Taiwan's  Economic 
Self-Support. — Because  of  the  heavy  pressure  of 
population  on  Taiwan's  limited  natural  resources, 
it  is  important  that  the  island's  manufacturing  in- 
dustries be  developed  to  provide  useful  employ- 
ment and  to  supply  goods  which  would  reduce 
Taiwan's  dependence  on  United  States  economic 
aid.  Several  new  steps  in  that  direction  were 
taken  in  the  July-December  period  of  1956. 

In  September,  an  agreement  was  signed  with  the 
Government  of  the  Bepublic  of  China  to  provide 
up  to  $20  million  in  local  currency  loans  to  se- 
lected industries  in  Taiwan  for  rehabilitation  or 
expansion  of  plant  and  other  productive  facilities. 
To  attract  private  investment  capital  from  abroad, 
the  Chinese  Government  announced  in  October 
that  a  preferential  rate  of  34  Taiwan  dollars  to 
one  United  States  dollar  would  be  applied  hence- 
forth to  remittances  into  Taiwan  by  overseas  in- 
vestors.    Use  of  this  preferential  rate,  which  is  37 


percent  above  the  regular  rate,  will  reduce  invest- 
ment risk  and  make  possible  an  increased  invest- 
ment base  for  computation  of  profits  and  capital 
amortization. 

In  another  measure  to  advance  Taiwan's  eco- 
nomic progress,  plans  were  completed  at  the  end 
of  1956  for  the  launching  of  the  Chinese  Gov- 
ernment's second  4-year  plan.  The  second  plan 
will  emphasize  greater  productivity,  expansion  of 
industries  to  increase  exports  and  replace  im- 
ports, and  increased  participation  by  private  in- 
vestors in  Taiwan's  economic  growth.  The  first 
4-year  plan,  which  ended  in  1956,  succeeded  in 
reaching  or  exceeding  most  agricultural  and  in- 
dustrial production  goals. 


Taiwan's  Industrial  Output  Rises  Steadily 
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Another  important  development  during  the 
half-year  was  the  start  of  construction  activi- 
ties on  the  first  highway  to  traverse  Taiwan  from 
east  to  west.  This  project  will  provide  about  175 
miles  of  truck  roads,  and  open  up  sizable  areas 
of  hitherto  inaccessible  central  Taiwan.  The  new 
roads  will  permit  development  of  substantial 
tracts  of  farm  land  as  well  as  productive  exploita- 
tion of  hitherto  largely  untapped  forestry  and 
mineral  resources. 


Emergency  Phase  of  Aid  Over  in  Viet  Nam. — 

United  States  assistance  has  helped  the  govern- 
ment of  free  Viet  Nam  to  overcome  most  of  the 
emergency  problems  which  it  faced  in  the  after- 
math of  the  war  against  the  Communist-led  Viet 
Minh.  With  the  military  situation  under  control 
and  the  refugees  from  the  north  largely  resettled, 
the  way  lias  been  paved  for  planning  a  marked 
shift  toward  basic  economic  rehabilitation  and 
development. 

During  July— December  1956,  Vietnamese  offi- 
cials joined  with  representatives  of  the  United 
States  in  a  comprehensive  review  of  the  principal 
economic  needs  of  free  Viet  Nam  and  of  how  the 
United  States  aid  program  could  best  help  the 
Vietnamese  in  meeting  those  needs.  After  search- 
ing analysis,  it  was  agreed  that  future  United 
States  economic  aid  should  concentrate  on  rehabili- 
tating essential  public  facilities,  principally  trans- 
portation and  electric  power,  and  on  restoring 
agricultural  production  while  improving  the  con- 
ditions under  which  the  small  farmers  operate. 
Attention  will  also  focus  on  developing  small  in- 
dustry through  private  enterprise  and  on  training 
the  Vietnamese  in  essential  professional,  technical, 
and  managerial  skills. 

First  Phase  of  Hirakud  Dam  in  India  Com- 
pleted.— The  end  of  1956  marked  the  completion 
of  the  first  phase  of  construction  of  the  earthen 
and  masonry  multipurpose  dam  at  Hirakud  on 
the  Maliandi  River  in  Orissa,  India.  With  the 
end  of  this  phase,  United  States  aid  for  the  proj- 
ect was  concluded.  Sixteen  miles  long,  including 
the  flanking  earthen  dikes,  the  Hirakud  is  one 
of  the  longest  mainstream  dams  in  the  world.  In 
addition  to  affording  protection  against  devastat- 
ing floods,  the  dam  when  completed  will  provide 
irrigation  for  more  than  600,000  acres  and  will 
furnish  some  120,000  kilowatts  of  electric  power 
capacity. 

The  great  bulk  of  the  cost  of  the  Hirakud  dam, 
estimated  at  $210  million,  is  being  borne  by  In- 
dia. United  States  assistance,  amounting  to  $3 
million,  was  mainly  in  equipment  and  vehicles  for 
heavy  construction  and  roadbuilding.  Technical 
help  also  was  provided  by  American  engineers 
and  river  development  specialists  working  with 
India's  Central  Water  and  Power  Commission. 

Wheal  to  Iran  and  Greece. — Devastating  .Inly 
flash  floods  in  wide  areas  of  south  central  and 
eastern  Iran  came  at  the  time  of  the  wheat  liar- 


vest;  wheat  in  storage  and  in  process  of  harvest- 
ing and  maturing  crops  were  ruined,  and  more 
than  1,700  underground  irrigation  conduits  were 
damaged.  In  swift  response  to  appeals  from  the 
Iranian  Government,  the  United  States  made 
available  20,000  tons  of  wheat  under  title  II  of 
Public  Law  480  to  alleviate  resulting  hardships 
for  the  Iranian  people. 

In  August  1956,  ICA  authorized  the  sale  for 
local  currency  of  $15  million  worth  of  surplus 
wheat  and  feed  grains  to  Greece  under  section  402 
of  the  Mutual  Security  Act.  Rapid  implementa- 
tion of  the  transaction  was  necessary  because  the 
grain  had  to  be  stockpiled  in  the  remote  mountain- 
ous areas  of  the  Greek  peninsula  to  prevent  suffer- 
ing during  the  winter  months,  when  transporta- 
tion difficulties  would  impede  the  movement  of 
bulky  commodities.  A  total  of  170,000  tons  of 
grains  had  been  delivered  in  Greece  by  late 
October. 

Bolivia 's  Stabilization  Program. — By  the  sum- 
mer of  1956,  Bolivia's  unrealistic  multiple  ex- 
change rate  system  had  stimulated  inflation  of 
prices  to  the  point  of  imminent  economic  chaos. 
To  meet  this  economic  emergency,  a  National 
Council  for  Monetary  Stabilization  was  created 
in  August,  headed  by  Bolivia's  president  and  ad- 
vised by  three  ICA  financial  experts.  The  coun- 
cil mapped  out  a  long-range  program  for  bringing 
about  a  balance  in  the  fiscal  budget  and  in  the 
balance  of  payments. 

To  cope  with  the  immediate  crisis,  however,  the 
Bolivian  Government  agreed  to  undertake  an 
emergency  comprehensive  stabilization  program, 
prepared  in  collaboration  with  United  States  Gov- 
ernment agencies  and  the  International  Monetary 
Fund.  This  program  includes  reforms  of  the  ex- 
change, tax  and  tariff  systems,  as  well  as  revision 
of  government  expenditures  to  forestall  inflation- 
ary central  bank  financing  (if  budget  deficits. 
Restrictive  exchange  and  trade  controls  have  been 
discontinued;  a  general  freeze  on  wages  and  sal- 
aries has  been  established  and  an  effort  will,  be 
made  to  continue  it  for  one  year  after  compensa- 
tory adjustments  have  been  made. 

The  stabilization  program  required  establish- 
ment of  an  exchange  stabilization  fund  and  mone- 
tary reserve.  Of  the  $25  million  needed  in  ex- 
change resources,  $10  million  is  being  provided 
from  funds  of  the  mutual  security  program  al- 
ready   allocated    to    Bolivia ;    the    International 
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Monetary  Fund  and  the  United  States  Treasury 
each  contributed  a  standby  credit  of  $7.5  million. 
In  late  December,  the  program  was  launched  with 
the  announcement  of  the  necessary  monetary  sta- 
bilization decrees. 

Steps  to  Aid  Newly  Independent  African 
Countries. — During  the  period  under  review,  the 
mutual  security  program  reflected  fundamental 
changes  being  brought  about  in  Africa  by  the 
trend  toward  achievement  of  sovereignty  by  coun- 
tries which  until  recently  were  colonial  depend- 
encies. In  November  1956,  the  governments  of 
the  newly  independent  countries  of  Tunisia  and 
Morocco  requested  consideration  of  their  needs 
for  certain  economic  assistance  under  the  mutual 
security  program.  Survey  teams  from  I  ('A  vis- 
ited both  countries  in  December  to  ascertain  what 
types  and  levels  of  assistance  were  needed  in  these 
countries. 


Developments  in  Collective 
Security 

Foremost  among  the  developments  in  collective 
security  during  the  July-December  period  were 
the  reestablishment  of  NATO  unity  at  the  meet- 
ing of  the  North  Atlantic  Council  in  December 
and  the  United  States  announcement  on  that  oc- 
casion of  the  inclusion  in  the  current  military  as- 
sistance program  of  new  weapons  for  the  forces 
of  other  NATO  members.  Other  noteworthy 
actions  included  the  joint  military  exercises  under 
the  Southeast  Asia  Treaty  Organization  and  the 
further  progress  made  in  strengthening  the  mili- 
tary  capabilities  of  friendly  nations  in  the  Far 
Fast. 

NATO 

The  Ministerial  Meeting  of  the  North  Atlantic 
Council  in  December  was  one  of  the  most  impor- 
tant in  the  history  of  NATO.  Following  close 
upon  the  divergencies  of  policy  growing  out  of 
the  Suez  crisis  between  the  United  States  on  the 
one  hand,  and  the  United  Kingdom  and  France 
on  the  other,  the  meeting  had  as  its  primary  pur- 
pose the  reestablishment  of  NATO  unity.  It  was 
successful  in  that  good  progress  was  made  toward 
the  restoration  of  the  former  close  working  rela- 
tionships among  the  member  governments.  Al- 
though they  did  not  disregard  past  policy  differ- 
ences, the  foreign  ministers  of  the  NATO  coun- 
tries reaffirmed  their  basic  unity  and  confirmed 
the  necessity  for  more  effective  political  consulta- 
tion and  cooperation  in  the  future. 

Important  steps  taken  to  strengthen  the  mili- 
tary effectiveness  of  NATO  furnished  concrete 
evidence  that  the  member  nations  continue  to  re- 
gard the  alliance  as  the  essential  defense  bulwark 
of  the  Atlantic  community. 

New  Weapons. — Speaking  for  the  United 
States  Government  at  the  December  meeting  of 
the  NATO  Council,  Secretary  of  Defense  Wilson 
pointed  out  that  our  belief  in  the  need  for  con- 
tinual modernization  of  NATO  forces  is  reflected 
in  the  United  States  military  assistance  program 
for  fiscal  year  1957:  and  he  expressed  our  inten- 
tion to  propose  a  similar  program  for  fiscal  year 
1958. 

Translating  this  statement  into  more  concrete 
terms,  Secretary  Wilson  announced  two  impor- 
tant steps  being  taken  by  the  United  States  to  pro- 


vide  NATO  forces  with  more  modern  weapons. 
One  of  these  is  that  the  military  assistance  pro- 
gram now  includes  delivery  to  other  XATO  forces 
of  certain  new  weapons  heretofore  furnished  only 
to  United  States  forces.  The  other  is  that  the 
United  States  is  prepared  to  make  available 
promptly  certain  prototype  items  of  new  weapons 
and  equipment,  together  with  appropriate  techni- 
cal data,  to  those  of  our  allies  who  are  willing  and 
able  to  utilize  them  for  developing  their  own  mod- 
ern weapons  systems.  This  latter  step  tits  into 
the  program  of  mutual  weapons  development 
which  aims  to  make  better  use  of  existing  scien- 
tific and  technological  skills  in  XATO  countries. 

Secretary  Wilson  stated  also  that  the  ability  of 
the  United  States  to  assist  in  a  weapons  modern- 
ization program  for  XATO  is  dependent  to  a  con- 
siderable degree  on  the  willingness  of  the  other 
XATO  countries  to  assume,  to  the  extent  that  their 
resources  will  permit,  an  increasing  share  of  the 
maintenance  costs  for  their  own  forces. 

New  Force  Goals. — The  December  meeting  of 
the  North  Atlantic  Council  also  marked  the  com- 
pletion of  NATO's  1956  Annual  Review,  the  fifth 
such  exercise  since  this  procedure  was  Hist  intro- 
duced at  Lisbon  in  1951.  The  Council  adopted 
new  firm  goals  for  XATO  forces  for  1957  and  pro- 
visional and  planning  force  goals  for  the  two  years 
following. 

The  1957  goals  include  a  number  of  German 
units,  the  first,  of  which  are  to  be  placed  under  the 
XATO  command  during  the  summer  of  1957. 
Military  equipment  made  available  under  the  mu- 
tual security  program  from  funds  appropriated 
in  fiscal  year  1956  and  prior  years  has  assisted  the 
German  Federal  Republic  to  initiate  and  carry- 
forward its  buildup  as  a  contribution  to  NATO 
defense.  Except  for  limited  assistance  in  training, 
none  of  the  fiscal  year  1957  appropriation  is  to  be 
used  to  provide  any  grant  aid  to  the  German  Fed- 
eral Republic.  However,  by  the  end  of  December 
1956,  the  German  Government  had  contracted  to 
procure  with  its  own  resources  a  substantial 
amount  of  military  equipment  produced  in  the 
United  States. 

Increased  Cooperation  inNonmilitary  Fields. — 
Another  major  accomplishment  of  the  December 
meeting  of  the  Council  was  the  approval  of 
the  recommendations  of  the  Committee  of  Three. 
consisting  of  the  foreign  ministers  of  Canada. 
Italy  and  Norway,  on  ways  and  means  to  improve 


and  extend  XATO  cooperation  in  nonmilitary 
matters  and  to  develop  greater  unity  within  the 
Atlantic  community.  The  recommendations  were 
designed  to  strengthen  the  alliance  by  extending 
consultation  on  political  and  economic  matters  of 
concern  to  it,  even  though  outside  the  treaty  area. 
They  would  also  strengthen  the  alliance  by  im- 
proving present  programs  and  arrangements  for 
cooperation  in  the  cultural  and  information  fields. 
Such  steps  would  promote  a  sense  of  community 
that  would  bind  the  people  of  XATO  countries 
through  realization  of  their  common  cultural  heri- 
tage and  of  the  values  of  their  free  way  of  life 
and  thought. 

The  XATO  Council  adopted  a  resolution  rec- 
ommended by  the  Committee  of  Three  providing 
for  consideration  within  the  XATO  framework 
of  disputes  between  members  before  such  members 
resort  to  any  other  international  agency.  Such 
activities  are  especially  provided  for  by  the 
United  Nations  Charter. 

SEATO 

At  a  meeting  in  the  Philippines  of  the  South- 
east Asia  Treaty  Organization's  military  advisors 
in  September  1956,  a  plan  was  approved  to  es- 
tablish the  office  of  the  SEATO  Permanent  Mili- 
tary Planning  Staff  in  Bangkok.  All  SEATO 
members  are  now  sending  military  representa- 
tives to  the  planning  staff,  and  Bangkok  will  be- 
come the  combined  civil-military  headquarters 
for  SEATO. 

The  SEATO  joint  military  exercise  ALBA- 
TROSS was  conducted  during  September-Oc- 
tober. A  noteworthy  aspect  was  that  the  Asian 
members  of  the  organization — Pakistan,  Thailand, 
and  the  Philippines — were  able  to  contribute  effec- 
tive forces  to  the  exercise  and  to  engage  in  it  with 
considerable  distinction.  In  large  part,  this  in- 
creased military  effectiveness  can  be  attributed  to 
United  States  assistance. 

There  were  other  evidences  of  military  progress 
on  the  part  of  Asian  members  of  SEAT( ).  Thai- 
land was  sending  its  officers  to  military  schools  of 
other  SEATO  nations.  This  type  of  training  fur- 
nishes an  ideal  basis  for  the  mutual  exchange 
of  students  among  the  SEATO  members  and 
helps  to  promote  mutual  respect  and  confidence. 
In  the  Philippines,  the  prospect  for  continued 
internal  peace  and  security  remained  bright  with 
the  threat   of   Communist-led    rebels   reduced   by 


the  operations  of  the  Philippine  armed  forces. 
Philippine  operations  have  been  materially  as- 
sisted by  equipment  and  supplies  furnished 
through  the  United  States  program  of  military 
assistance. 

Other  Developments  in  Buttressing 
Far  East  Defenses 

Republic  of  Korea. — The  program  of  military 
assistance  for  South  Korea  continued  to  make 
steady  progress  toward  developing  high  levels  of 
efficiency  and  competence  in  the  several  branches 
of  the  Republic  of  Korea's  armed  forces.  The 
logistic  capability  of  the  ROK  forces  was  further 


improved  during  the  half-year  period  by  such 
measures  as  production  and  recapping  of  tires  in 
Korean  plants  for  military  use;  operation  of  a 
cross-services  system  to  provide  more  efficiently 
the  supplies  and  services  that  are  common  to  the 
several  branches  of  the  armed  forces;  and  in- 
creased emphasis  on  proper  care  and  maintenance 
of  equipment. 

Some  construction  for  South  Korean  air  force 
units,  as  well  as  work  on  an  air  academy  in  Seoul, 
was  in  progress  at  the  end  of  1956.  New  ships  for 
the  navy  continued  to  arrive  to  replace  those  that 
were  no  longer  usable. 

Taiwan. — Greater  overall  efficiency  in  the 
"•round  forces  of  Taiwan  was  obtained  through 


Republic  of  Korea  infantrymen  attack  the  "enemy"  during  field  training  near  Kivang-Ju.  The  program 
of  military  assistance  is  making  steady  progress  in  developing  high  levels  of  efficiency  in  South  Korea's 
armed  forces. 
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continued  emphasis  on  training  in  the  military 
assistance  program.  Several  measures  contrib- 
uted to  increasing  the  defense  capabilities  of  the 
Chinese  navy.  Steps  were  taken  to  make  the 
navy  more  capable  of  overhauling  its  own  ships ; 
and  material  for  ship  repairs  began  to  arrive 
in  the  autumn  of  1956.  The  navy's  communica- 
tions system  was  revamped  to  give  it  greater  ef- 
fectiveness. As  part  of  a  stepped-up  training 
program  for  officers,  about  150  midshipmen  were 
graduated  from  the  Chinese  Naval  Academy  in 
August. 

Progress  continued  also  in  activities  to  insure 
adequate  ground  facilities  for  the  increasing  ca- 
pabilities of  the  air  force,  such  as  improving  the 
logistic  support  for  aircraft  by  shortening  the  time 
required  for  delivering  supplies  and  fuels. 

Japan. — The  prestige  of  Japan's  defense  effort 
is  expected  to  be  raised  as  a  result  of  the  forma- 
tion of  the  National  Defense  Council.  This  body 
is  composed  of  top  civilian  officials  of  the  Jap- 
anese Government  and  was  set  up  as  the  highest 
advisory  organ  on  basic  national  defense  policy 
and  plans. 

Although  Japan's  air  defense  is  still  in  the  de- 
velopmental stage,  many  pilots  have  been  trained 
and  are  now  flying  aircraft  assembled  by  the 
Japanese  themselves.  Japan  is  steadily  improv- 
ing its  capabilities  for  producing  modern  air- 
craft and  is  working  toward  the  goal  of  assuming 
complete  air  defense  responsibility.  Some  air  base 
construction  was  completed  during  the  half-year; 
additional  construction  was  started  on  bases  for 
recently  acquired  jet  aircraft. 

Japanese  ground  forces  have  been  developed  to 
the  point  where  they  are  now  capable  of  taking 
over  ground  defense  responsibilities  in  large  areas 
of  the  nation.  Visible  progress  was  made  also  in 
methods  of  waging  antisubmarine  warfare,  and  in 
minesweeping  and  escort  service. 

Presidential  Decision  on  Aid 
to  Yugoslavia 

The  Mutual  Security  Act  of  1956,  enacted  on 
July  18,  1956,  contained  a  provision  requiring 
the  termination  of  aid  to  Yugoslavia  after  90  days 
from  the  date  of  its  enactment  unless  the  Presi- 
dent certified  that  certain  conditions  prevailed. 
Essentially  these  conditions  were  that  Yugoslavia 
is  independent  of  control  by  the  Soviet  Union; 
is  not  involved  in  any  program  to  extend  Com- 


munism by  aggression;  and  that  continued  as- 
sistance to  Yugoslavia  would  coincide  with  United 
States  security  interests. 

After  careful  study  within  the  executive  branch, 
the  President  reported  to  the  Congress  on  October 
16,  1956,  that  he  had  made  an  affirmative  deter- 
mination that  these  conditions  did  exist,  and  he  ex- 
plained the  basis  for  his  decision.  The  President 
went  on  to  say  that  the  administration  would 
continue  to  follow  a  policy  of  permitting  only 
small,  routine  and  long-planned  deliveries  of  mili- 
tary equipment  until  the  situation  could  be  more 
accurately  appraised. 

At  the  end  of  1956,  deliveries  of  military  equip- 
ment to  Yugoslavia  continued  to  be  minimal. 
Deliveries  of  jet  aircraft  and  other  items  of  heavy 
equipment  which  had  been  programmed  remained 
suspended.  Although  only  day-to-day  operating 
expenses  had  been  authorized  at  the  end  of  the 
half-year,  proposals  for  economic  and  technical 
assistance  were  being  given  serious  consideration. 

Activities  in  Technical 
Cooperation 

At  the  close  of  1956,  approximately  4,400  Amer- 
ican technicians,  including  those  employed  under 
private  contract,  were  working  in  more  than  50 
less  developed  countries  of  the  free  world.  Dur- 
ing 1956  also,  about  6,300  nationals  from  cooper- 
ating countries,  including  some  3,700  in  the  sec- 
ond half  of  the  year,  were  brought  to  the  United 
States  to  participate  in  training  and  orientation 
programs,  or  in  some  cases  were  sent  to  other 
countries  where  training  facilities  for  their  par- 
ticular needs  were  more  suitable. 

Fifty-four  United  States  universities  are  cur- 
rently carrying  out  major  programs  in  coopera- 
tion with  the  International  Cooperation  Adminis- 
tration to  develop  and  assist  local  educational 
institutions  in  38  countries.  These  college-to-col- 
lege relationships  add  another  dimension  to  the 
approach  of  the  technical  cooperation  program 
and  are  helping  to  fill  one  of  the  central  needs  of 
the  underdeveloped  countries — the  training  of 
higher  level  technical  and  administrative  per- 
sonnel. 

ICA's  university  contract  program  has  been  de- 
veloping rapidly,  and  within  less  than  3  years  has 
become  a  valuable  means  of  carrying  out  effective 
projects  in  the  field.  There  have  been  some  prob- 
lems which  have  arisen  in  the  course  of  such  rapid 


expansion  of  a  new  concept,  particularly  with  re- 
spect to  the  details  of  the  contractual  relation- 
ship between  ICA  as  a  government  agency  and 
the  various  American  universities  which  are  serv- 
ing abroad.  During  the  half-year,  ICA  launched 
an  intensive  effort,  in  cooperation  with  the  partic- 
ipating universities,  to  iron  out  these  problems 
by  standardizing  and  simplifying  contractual  pro- 
cedures with  the  objective  of  giving  the  universi- 
ties more  flexibility  in  carrying  out  overseas 
programs.  ICA  has  been  greatly  assisted  in  this 
effort  by  the  advice  of  the  chancellor  of  one  of  the 
cooperating  universities,  who  has  acted  as  con- 
sultant in  this  matter.  New  and  more  satisfac- 
tory arrangements  are  expected  to  go  into  effect 
in  the  near  future. 

In  other  efforts  to  strengthen  the  technical  coop- 
eration program,  several  steps  were  taken  to  cre- 
ate greater  appreciation  abroad  of  the  role  of 
indigenous  private  enterprise  and  to  increase  the 
emphasis  on  self-help  measures. 

Encouraging  Indigenous 
Private  Enterprise 

The  key  role  which  domestic  private  enterprise 
can  play  in  achieving  economic  development  and 
promoting  conditions  for  democracy  is  becoming 
more  fully  understood  by  the  governments  of  the 
less  developed  countries.  In  many  of  those  coun- 
tries, the  concept  of  private  enterprise  has  been 
identified  in  the  minds  of  the  people  and  their 
leaders  with  the  evils  and  the  exploitation  of  old- 
time  colonialism.  In  some  areas,  moreover,  there 
is  little  knowledge  of  how  private  enterprise  facil- 
ities of  today  actually  operate;  hence  there  is  a 
lack  of  confidence  in  using  them. 

In  this  situation,  ICA  has  sought  opportunities 
to  develop  a  clearer  comprehension  of  the  valuable 
contribution  which  domestic  private  industry  can 
make  in  directing  the  energies  of  the  people  of 
underdeveloped  countries  into  constructive  chan- 
nels. Some  recent  examples  of  ICA  efforts  along 
those  lines  are : 

^  With  ICA  assistance,  a  new  industrial  pro- 
ductivity center  has  been  established  in 
Taiwan  which  is  becoming  the  focal  point 
for  the  promotion  of  local  private  business 
and  manufacturing  activities  on  the  island. 
The  center  operates  to  improve  productivity 
in  small  and  medium-sized  industrial  en- 
terprises  by   providing  training  in  tech- 


niques of  management  and  by  developing  a 
broader  base  of  skilled  labor. 

^  ICA  investment  experts  have  helped  free 
Viet  Nam  in  establishing  development 
banks  to  help  promote  the  participation  of 
local  private  capital. 

y  Two  hundred  Brazilian  industrialists  from 
top  and  middle  management,  graduates  of 
management  seminars  arranged  under  the 
mutual  security  program,  recently  or- 
ganized into  an  active  alumni  association. 
One  of  the  first  actions  of  this  association 
was  to  undertaken  a  program  to  develop 
local  sources  of  financing  for  business  edu- 
cation programs  which  would  replace  fi- 
nancial support  from  the  United  States. 

y  Industrial  technicians  of  an  American 
engineering  firm  under  contract  with  ICA 
are  helping  private  industrialists  in  In- 
dia to  increase  plant  productivity  through 
more  efficient  management  and  production 
methods.  These  technicians  have  also 
assisted  Indian  industrialists  in  preparing 
new  investment  plans  which  incorporate 
improvements  in  management,  factory 
operations,  line  production,  procurement 
methods,  and  maintenance. 

k  Though  highly  industrialized,  Japan 
faces  the  problem  of  improving  industrial 
productivity  and  of  modernizing  man- 
agement practices  of  private  enterprise 
to  accord  with  the  new  framework  of  the 
nation's  political  democracy.  A  number  of 
ICA  programs  of  guidance  and  train- 
ing in  management  and  productivity 
fields  have  been  under  way  in  Japan.  As 
a  result  of  ICA  efforts,  Japanese  trade 
unionists  and  management  representatives 
are  showing  increased  interest  in  the  need 
for  good  labor-management  relations  in 
order  to  increase  productivity  and  raise 
the  standard  of  living.  Visits  to  the 
United  States  by  Japanese  legislators,  and 
business  and  labor  leaders  have  encour- 
aged an  attitude  which  is  helping  to  bring 
about  better  management-labor  relations. 
This  is  evidenced  by  a  growing  recognition 
of  the  merit  of  grievance  procedures,  by 
some  contracts  calling  for  incentive  wage 
systems,  and  by  a  tendency  to  reduce  the 
frequency  of  work  stoppages. 
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k  In  August  1956,  ICA  adopted  a  policy 
of  trying  to  reserve  for  loans  to  private 
enterprise,  through  the  host  governments 
and  their  financial  facilities,  about  25  per- 
cent of  the  local  currency  proceeds  for  eco- 
nomic development  which  accrue  from  sales 
of  United  States  surplus  agricultural  com- 
modities under  title  I  of  Public  Law  480. 
Most  of  the  funds  reserved  for  private  in- 
dustry are  loaned  to  local  firms:  some  are 
made  available  to  private  companies  of  the 
United  States  and  other  free  nations. 
Under  agreements  reached  by  the  end  of 
1  !>."><;,  more  than  $100  million  of  title  I  pro- 


ceeds were  reserved  for  such  loans  to  pri- 
vate enterprise.  Of  this  amount,  India 
accounted  for  $55  million. 

Increasing  The  Emphasis  on  Self-Help 

As  experience  with  technical  cooperation  has 
grown,  there  is  increasing  evidence  that  the  best 
long-run  returns  follow  when  outside  aid  is  con- 
centrated on  helping  the  less  developed  countries 
in  those  projects  which  build  up  and  expand  their 
own  indigenous  skills.  This  emphasis  on  the  idea 
of  self-help  enables  those  countries  to  make 
greater  use  of  their  human  resources  so  that  they 
can    better   exploit    their   natural    resources   and 


.1  village  leader  hi  Pakistan  meets  with  village  elders  to  discuss  plans  for  improving  their  community. 
Typifying  tin  emphasis  on  self-help,  community  development  programs  are  stimulating  people  in  rural 
areas  to  construct  roads,  wells,  schools  and  other  improvements,  mainly  through  their  own  efforts. 
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thereby  stimuate  economic  advancement  on  a 
progressively  larger  scale. 

One  illustration  of  this  development  of  the  hu- 
man resources  factor  is  the  progress  made  in 
Ethiopia  in  training  native  teachers.  About  5 
years  ago  only  30  teachers  a  year  were  graduated 
from  teacher-training  courses  in  all  of  Ethiopia. 
As  a  result  of  the  education  program  carried  out 
through  technical  cooperation,  more  than  300 
teachers  were  graduated  last  year,  thereby  bring- 
ing about  a  large  proportionate  increase  in  the 
number  of  persons  in  Ethiopia  who  are  qualified 
to  train  others. 

During  recent  months,  community  development 
programs  were  expanded  in  the  Philippines  and 
in  Pakistan.  These  programs  are  designed  to  help 
people  in  rural  villages  to  identify  their  needs  and 
to  develop  and  execute  their  plans  to  meet 
those  needs,  mainly  through  their  own  efforts. 
Assistance  in  planning  similar  programs  has  been 
requested  by  Libya,  South  Korea,  Thailand,  and 
Afghanistan.  The  growing  appreciation  of  the 
value  of  the  community  development  program 
stems  in  large  part  from  the  evidence  of  its  success 
in  India,  where  it  has  visibly  benefited  some  80 
million  people  in  rural  areas. 

For  several  years  ICA  has  assisted  the  labor  edu- 
cation center  at  the  University  of  the  Philippines. 
This  demonstration  project  has  been  so  suc- 
cessful that  the  Philippine  authorities  took 
action  on  their  own  in  the  second  half  of  1956  to 
establish  three  similar  regional  centers  in  various 
parts  of  the  country  as  well  as  a  resident  labor 
training  schoool  in  Manila.  Also  in  the  Philip- 
pines, 33  major  governmental  reorganization  plans 
were  developed  with  the  assistance  of  an  American 
management  consulting  firm  under  ICA  financ- 
ing. These  plans  have  been  approved  by  the 
Philippine  legislature  and  the  President,  and  are 
now  being  implemented  in  the  various  depart- 
ments and  agencies  affected. 

Peaceful  Uses  of  Atomic  Energy 

The  overall  program  of  assisting  free  nations  in 
developing  the  application  of  atomic  energy  to 
peaceful  purposes  is  being  carried  out  through 
the  combined  efforts  of  the  Atomic  Energy  Com- 
mission, the  Department  of  State,  the  Interna- 
tional Cooperation  Administration,  and  other 
agencies  of  the  United  States  Government.  With 
the  Atomic  Energy  Commission  providing  the 


services  of  technical  experts,  ICA  acts  as  an  ad- 
ministrative agency  in  several  fields  of  the  pro- 
gram and  also  performs  a  number  of  coordinating 
functions.  During  the  half-year,  the  following 
noteworthy  developments  took  place  in  those  as- 
pects of  the  atomic  energy  program  for  which 
ICA  had  administrative  responsibilities. 

k  Some  '55  scientists  and  engineers,  repre- 
senting 23  cooperating  countries,  were 
brought  to  the  United  States  for  training 
in  nuclear  science  and  engineering,  in  the 
use  of  radioisotopes,  and  in  the  health  and 
safety  aspects  of  nuclear  energy.  More- 
over, a  high-level  Japanese  team  of  13  par- 
ticipants, seven  of  whom  were  members  of 
the  Japanese  Diet,  studied  the  role  of  gov- 
ernment and  private  organizations  con- 
cerned with  policy,  planning  or  operations 
in  connection  with  peaceful  uses  of  atomic 
energy, 
k  To  advance  the  development  and  plan- 
ning of  appropriate  regional  and  country 
programs  in  the  field  of  nuclear  energy, 
ICA  concluded  a  contract  in  November 
with  the  Phoenix  Memorial  Project  of  the 
University  of  Michigan  to  provide  tech- 
nical and  advisory  services, 
k  In  conjunction  with  other  United  States 
Government  agencies,  ICA  participated  in 
the  second  Atoms  for  Peace  Mission  to 
Latin  America.  The  mission  visited  Chile, 
Colombia,  Costa  Rica,  Ecuador,  Panama 
and  Peru  to  assist  in  forming  the  basis  for 
appropriate  atomic  energy  programs  in 
those  countries  and  to  increase  the  knowl- 
edge and  use  of  radioisotopes. 
k  To  enable  the  Central  Isotope  Laboratory 
at  Siriraj  Hospital  in  Thailand  to  move 
ahead  in  applying  atomic  energy  in  the 
field  of  medicine,  ICA  completed  arrange- 
ments for  the  procurement  of  radioisotopes 
and  equipment  for  that  institution. 
k  One  of  the  most  notable  operations  of  the 
mutual  security  program  in  the  field  of 
nuclear  energy  relates  to  the  establishment 
of  measures  to  establish  a  regional  nuclear 
center  in  Asia.  Important  steps  were 
taken  during  the  half-year  toward  getting 
this  project  under  way.1 


1  (See  discussion  of  Asian  Nuclear  Center  in  Chapter 
II,  page  20.) 
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A  Period  of  Stock-Taking 

It  has  been  some  10  years  since  the  United  States 
embarked  on  a  positive  program  of  action  to  work 
with  other  free  world  peoples  in  cooperative  un- 
dertakings for  greater  security  against  attack  and 
more  rapid  and  expanded  economic  progress. 

This  positive  program  of  mutual  effort  has 
taken  many  forms  and  has  gone  through  a  num- 
ber of  phases:  aid  to  forestall  Soviet  aggression 
against  Greece,  Turkey,  and  Iran;  the  Marshall 
Plan  to  support  the  European  people  in  their 
valiant  struggles  to  get  back  on  their  feet  eco- 
nomically ;  the  NATO  defense  buildup  to  prevent 
Communist  takeover  of  Europe's  vast  human  and 
industrial  resources;  the  program  of  technical  co- 
operation to  share  our  technical  knowledge  with 
others;  aid  actions  in  South  Korea,  Taiwan  and 
free  Viet  Nam,  and  the  current  defense  and  eco- 
nomic programs  in  the  less  developed  areas. 

As  the  mutual  security  program  underwent 
those  various  transitions,  with  several  phases 
overlapping  or  running  concurrently  at  times,  it 
produced  results  that  met  the  central  purpose  in 
each  case.  Greece,  Turkey,  and  Iran  were  enabled 
to  strengthen  themselves,  and  they  successfully 
withstood  the  Soviet  threat.  Europe  recovered 
its  economic  equilibrium  and  went  on  to  score 
new  production  records.  In  this  respect,  it  is 
worth  noting  that  representatives  of  six  countries 
of  Western  Europe  have  reached  final  stages  of 
agreement  to  achieve  further  economic  integration 
and  thereby  expand  their  trade  and  build  added 
strength  into  the  overall  economy  of  Western 
Europe.  They  have  set  up  a  plan  leading  ulti- 
mately to  development  of  a  common  market.  They 
have  also  made  provisions  for  establishing  a  body, 
known  as  EURATOM,  for  joint  action  in  the  de- 
velopment of  nuclear  energy  for  peaceful  purposes. 
The  NATO  defense  shield  deterred  aggression 
in  Europe,  and  although  there  are.  still  many  weak- 
nesses to  be  overcome,  NATO  has  remained  the 
keystone  of  our  planning  for  the  defense  of  West- 
ern Europe  and  the  North  Atlantic  area.  Taiwan, 
Korea,  and  free  Viet  Nam,  saved  from  Communist 
aggression,  are  working  hard  to  build  self-sustain- 
ing economies  and  although  their  road  ahead  is  a 
long  one,  past  milestones  can  be  looked  back  on 
with  encouragement.  Results  of  the  technical  co- 
operation program  leave  no  doubt  of  the  soundness 
of  its  underlying  concept  of  helping  other  people 
to  help  themselves. 


It  is  only  natural,  however — in  fact,  it  is  a  wise 
and  useful  step — to  take  a  fresh  look  at  our  ob- 
jectives and  procedures  under  the  mutual  security 
program  and  see  how  they  match  up  to  the  needs 
of  today's  world  situation. 

There  are  questions  of  basic  policy  which  could 
be  reexamined  to  advantage.  For  example,  what 
implications  for  the  mutual  security  program  are 
to  be  found  in  recent  developments  in  the  Middle 
East,  in  Eastern  Europe,  and  in  the  growing 
Soviet  effort  for  economic  penetration  of  free 
world  countries  ?  How  far  should  we  go  in  help- 
ing to  modernize  the  military  forces  of  less  de- 
veloped nations?  What  priority  should  their 
military  efforts  be  given  in  relation  to  their  press- 
ing needs  for  economic  progress?  To  what  ex- 
tent does  economic  progress  in  those  nations  con- 
tribute toward  greater  security  and  welfare  for 
our  own  country?  How  much  assistance  can 
we  contribute  without  detriment  to  our  own 
economy  ? 

There  are  also  many  questions  of  method  and 
procedure  which  could  be  usefully  reviewed.  Are 
United  States  interests  best  served  by  a  series 
of  annual  aid  programs  or  would  some  longer 
range  authority  tetter  fulfill  our  objectives? 
What  role  should  be  given  to  impact  projects 
which  gain  immediate  appreciation  in  the  re- 
cipient country  as  against  longer  term  projects 
of  greater  basic  economic  benefit  but  with  results 
that  are  slower  to  take  shape?  What  portion  of 
our  aid  should  be  repaid  and  what  could  more  ef- 
fectively be  extended  as  grants,  particularly  in 
the  case  of  those  less  developed  countries  whose 
present  abilities  to  repay  are  extremely  limited? 

Studies  Undertaken. — Such  questions  have 
given  rise  to  a  number  of  broad  studies  directed 
to  the  review  of  methods,  direction,  and  purposes 
of  United  States  programs  abroad.  These  efforts 
are  being  carried  out  within  the  legislative  and 
executive  branches  of  the  Government,  as  well  as 
by  agencies  outside  the  Government. 

At  the  end  of  the  year,  the  principal  congres- 
sional bodies  participating  in  this  review  of  the 
mutual  security  program  were  the  Senate  Special 
Committee  to  Study  the  Foreign  Aid  Program  and 
the  House  Foreign  Affairs  Committee.  In  the 
executive  branch,  special  studies  were  under  way 
by  the  President's  Citizens  Advisors  on  the  Mutual 
Security  Program,  known  as  the  Fairless  Group; 
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the  White  House  Committee  on  Foreign  Economic  This  broad  stocktaking  of  mutual  security  objec- 
Poliey.  the  International  Development  Advisory  tives  and  operations  should  insure  that  United 
Board,  and  the  Washington  and  field  offices  of  the  States  resources  which  are  joined  with  the  re- 
Department  of  State  and  the  International  Co-  sources  of  other  free  people  will  be  used  most  effec- 
operation  Administration.     The   Fairless  group  tively  in  our  national  interest. 

was  scheduled  to  visit  about  18  countries  to  con-  ' 

duct    on-the-spot   observations    of    the    program's  iThe  report  of  the  Fail-less  Group  was  submitted  to 

activities  abroad.  1  the  President  on  March  1.  1957. 
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CHAPTER  II 

Use  of  Fiscal  Year  1957  Funds 


(~\F  the  nearly  $3.8  billion  appropriated  for  the 
^^  mutual  security  program  for  fiscal  year 
1957,  about  $2  billion  was  for  military  assistance 
and  about  $1.75  billion  for  other  mutual  security 
purposes.  The  largest  portion  of  the  $1.75  billion, 
66  percent,  was  designated  for  defense  support 
activities:  development  assistance  accounted  for 
1-t  percent,  and  technical  cooperation  for  9  percent. 
The  appropriation  in  fiscal  year  1957  for  the 
entire  mutual  security  program  exceeded  the  levels 
of  fiscal  year  1956  by  some  $1  billion.  Almost  all 
of  this  increase  was  intended  to  replenish  the  mili- 
tary funds  available  for  obligation  which  had  been 
drawn  down  in  previous  years. 


The  legislation  covering  the  mutual  security  ap- 
propriation for  the  1957  fiscal  year  contained  sev- 
eral new  provisions  which  limit  ways  in  which 
funds  may  be  used.  Among  the  more  outstanding 
were  the  provisions  that  80  percent  of  the  total 
funds  appropriated  for  development  assistance 
may  be  programmed  only  in  the  form  of  loan^: 
and  that  no  more  than  25  percent  of  that  total  may 
be  assigned  to  any  one  nation  as  bilateral  assist- 
ance. Exception  was  made  for  funds  used  to  fi- 
nance the  sale  of  surplus  agricultural  commodities 
under  section  402  of  the  Mutual  Security  Act,  and 
also  for  regional  projects  benefiting  two  or  more 
countries. 


Appropriations  For  Mutual  Security 

CURRENT  FISCAL  YEAR  1957 


Technical  Cooperation 


Development 


President's 
Contingency  Fund        Other 

$100       — $85 


(Millions  of    Dollars  ) 
8,000 


6,000 


4,000 


2,000 


Totah  $3,767  Million 
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THE  ANNUAL  TREND 


Nonmilitary 


1949  '50     '51      '52     '53     '54    '55     '56    '57 
Fiscal    Years 


Direct  Military  Aid  Programs  Shipments  of  Military  Items 


In  fiscal  year  1957,  the  techniques  for  program- 
ming military  aid  were  revised  to  expedite  imple- 
mentation of  programs  authorized  by  the  Con- 
gress, and  at  the  same  time  to  strengthen  the  pro- 
cedures under  which  proposed  programs  are 
reviewed.  As  a  result,  fiscal  year  1957  mili- 
tary aid  programs  totaling  $1.5  billion  were 
under  implementation  by  the  end  of  December 
1956.  This  amount  represented  approximately  70 
percent  of  the  new  obligational  authority  avail- 
able for  military  programs  in  fiscal  year  1957,  a 
significant  improvement  as  compared  to  previous 
years.  As  familiarity  with  these  improved  tech- 
niques increases,  further  improvement  on  this 
phase  of  carrying  out  the  program  is  anticipated. 


Since  the  beginning  of  the  military  assistance 
program  in  1950,  almost  $14.8  billion  worth  of 
military  items  has  been  delivered  to  countries  of 
the  free  world  engaged  in  mutual  defense  activ- 
ities. Deliveries  of  military  equipment  and  sup- 
plies during  the  second  part  of  1956  amounted  to 
$570  million,  a  sharp  reduction  from  the  $1.9  bil- 
lion worth  shipped  in  the  first  half  of  the  year. 
The  principal  reason  for  the  fall-off  in  shipments 
was  a  decline  in  the  quantity  of  off-the-shelf  items 
available  for  ready  delivery ;  programs  under  way 
called  for  proportionately  more  items  which  re- 
quire a  lead  time  of  6  months  to  3  years  for 
procurement. 

The  major  portion  of  the  deliveries  of  military 
aid  items  during  July-December  1956  was  sent  to 
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Europe  and  the  Far  East — over  40  percent  to  Eu- 
rope and  33  percent  to  the  Far  East.  More  than 
half  of  the  total  deliveries  consisted  of  aircraft  and 
related  equipment.  Slightly  less  than  one-third 
went  to  ground  force  units  and  included  artillery, 
weapons,  ammunition,  tanks,  and  combat  vehicles. 
The  remainder  comprised  ships,  naval  aircraft 
and  supporting  items  for  naval  units. 

Special  Military  Programs 

Mutual  security  funds  are  being  used  to  continue 
certain  special  activities  of  the  military  assistance 
program  that  give  greater  effect  to  the  basic  func- 
tions of  furnishing  weapons,  equipment,  and 
training. 

Offshore  Procurement. — Through  the  system 
of  offshore  procurement  (OSP),  the  United 
States  purchases  from  other  free  world  countries 
some  of  the  military  items  that  are  furnished  to 
our  allies  abroad.  This  procedure  has  enabled 
those  allies  to  develop  greater  self-sufficiency  in 
the  production  of  equipment,  ammunition  and 
spare  parts  for  a  variety  of  military  items,  thereby 
reducing  their  dependence  in  the  event  of  an  emer- 
gency on  the  long  and  hazardous  supply  routes 
from  the  United  States. 

By  the  end  of  1956,  the  United  States  had  placed 
about  $2.7  billion  worth  of  OSP  contracts,  of 
which  $2.2  billion  was  awarded  in  fiscal  years 
1952  and  1953.  Nearly  $2.6  billion  of  the  total 
amount  was  awarded  in  contracts  with  European 
countries,  including  Turkey.  The  remainder  was 
placed  with  sources  with  adequate  capacity  in  the 
Far  East,  principally  Japan.  Since  the  peak  con- 
tracting years  of  1952  and  1953,  OSP  has  been 
rapidly  declining  and  currently  consists  primarily 
of  items  peculiar  to  the  specifications  and  require- 
ments of  our  allies. 

During  the  July-December  period  of  1956,  $157 
million  in  payments  were  made  against  previous 
OSP  contracts,  bringing  total  expenditures  to  $2.1 
billion  as  of  December  31,  1956. 

Facilities  Assistance  for  Munitions  Produc- 
tion.— The  facilities  assistance  program,  like  the 
offshore  procurement  program,  is  designed  to  de- 
velop overseas  self-sufficiency  in  production  of 
certain  military  items.  Under  the  facilities  as- 
sistance program,  however,  the  United  States  con- 
tribution consists  of  production  equipment  and 
engineering  assistance  for  the  construction  or  re- 
habilitation of  munitions  production  plants.     The 


participating  country  agrees  to  finance  an  equi- 
table portion  of  the  costs  and  to  maintain  the 
added  production  capacity  and  all  pre-existing 
capacity  in  condition  for  use  in  an  emergency. 

During  the  July-December  period  of  1956,  5 
projects  for  the  establishment  of  major  military 
overhaul  shops  and  maintenance  facilities  were 
started  in  Europe.  Such  facilities  are  needed  to 
keep  in  usable  condition  the  armaments  furnished 
by  the  United  States  under  the  program  of  mili- 
tary assistance. 

A  number  of  projects  for  production  of  guided 
missiles  components  and  systems  have  been  sub- 
mitted for  consideration  and  are  now  in  process 
of  evaluation  and  engineering.  While  some  proj- 
ects may  be  undertaken  this  fiscal  year,  others  must 
await  decisions  on  the  effectiveness  of  the  weapons 
systems  involved. 

Mutual  Weapons  Development. — Whereas  the 
programs  of  offshore  procurement  and  facilities 
assistance  are  directed  toward  expanding  and 
maintaining  military  production,  the  program  for 
mutual  weapons  development  is  concerned  with 
expediting  development  efforts  of  friendly  Euro- 
pean nations  so  as  to  improve  the  weapons  and 
weapons  systems  that  go  into  the  production  lines. 
The  United  States  provides  technical  advice  and 
limited  financial  assistance  to  speed  completion  of 
selected  development  projects  undertaken  by  Eu- 
ropean governments.  Through  this  support,  we 
are  assured  that  more  of  the  large  reservoir  of 
available  technical  capabilities  is  used  to  solve 
scientific  problems  encountered  in  our  cooperative 
defense  efforts. 

During  the  second  half  of  1956,  the  United 
States  agreed  to  contribute  $12.1  million  toward 
10  projects  in  France,  Belgium,  the  Netherlands, 
and  the  United  Kingdom.  These  projects  include 
development  of  naval  aircraft,  land  and  naval 
radar,  and  a  portion  of  a  scatter  communications 
system  for  air  defense  being  constructed  by 
NATO.  Additional  projects  for  the  current  fiscal 
year,  which  involve  assistance  of  $27.9  million,  are 
now  under  consideration.  They  include  projects 
for  the  development  of  supersonic  aircraft  and 
engines,  guided  missiles,  radar,  and  antisubma- 
rine warfare  devices. 

NATO's  Joint  Supporting  Facilities. — A  vital 
component  of  NATO's  military  strength  is  the  $2 
billion  infrastructure  program,  being  financed 
jointly  by  the  member  nations  for  their  common 


17 


use.  This  program  entails  construction  of  fixed 
military  installations  needed  to  sustain  the  mo 
bility  and  staying  power  of  the  NATO  forces, 
such  as  airfields,  telecommunications  and  radar 
systems,  oil  tanks  and  pipelines,  naval  fleet  bases, 
and  similar  facilities. 

The  North  Atlantic  Council  approved  a  $129 
million  program  of  additional  infrastructure  con- 
struction for  1956,  to  -which  the  United  States  is 
contributing  $50  million.  The  funds  will  be  used 
primarily  to  meet  the  highest  priority  military  re- 
quirements as  dictated  by  current  concepts  of 
modern  warfare.  To  date  some  150  NATO  air- 
fields are  available  for  use  by  XATO  forces,  and  an 
initial  $350  million  communications  program  is  90 
percent  complete.  Approximately  2,900  miles  of 
pipeline  and  210  million  gallons  of  fuel  storage 
facilities  are  ready  for  use,  and  the  naval  base 
program  is  well  under  way. 

NATO  has  endorsed  the  "forward  scatter'"  sys- 
tem for  telecommunications  and  early  warning 
that  was  developed  in  the  United  States  and  Can- 
ada. This  technique  is  being  adapted  to  NATO's 
European  communications  system. 

Defense  Support,  Development 
Aid,  and  Other  Programs 

Of  the  $1.75  billion  appropriated  in  the  1957 
fiscal  year  for  purposes  other  than  direct  military 
aid,  more  than  $800  million  was  firmly  pro- 
grammed for  specific  projects  and  programs  dur- 
ing July-December  1956.  About  75  percent  of 
these  programs  were  approved  for  economically 
underdeveloped  countries  in  Asia,  the  Middle 
East,  and  Africa. 

Defense  support  was  by  far  the  largest  compo- 
nent, accounting  for  over  three-fourths  of  the 
total  amount  of  program  approvals.  Defense 
support  comprises  the  forms  of  economic  assistance 
provided  mainly  to  countries  participating  heav- 
ily in  the  military  phase  of  the  mutual  security 
program  and  requiring  supplemental  economic 
assistance  to  sustain  their  defense  efforts.  More 
than  two-thirds  of  the  $626  million  programmed 
for  defense  support  was  designated  for  three  Asian 
countries  which  had  either  fought  or  had  been 
threatened  by  Communist  military  aggression 
since  World  War  II — the  Republic  of  Korea,  Tai- 
wan, and  free  Viet  Nam.  In  addition  to  defense 
support,  the  balance  of  $186  million  was  approved 
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for  economic  development,  technical  cooperation, 
support  of  multilateral  agencies,  and  other  pro- 
grams. Approximately  $10  million  was  pro- 
grammed from  the  President's  contingency  fund, 
principally  for  Hungarian  refugee  relief  and  a 
loan  to  Iceland. 

Of  the  total  amount  to  be  programmed  during 
the  1957  fiscal  year,  it  is  contemplated  that  about 
$300  million  will  be  on  a  loan  basis,  not  including 
loans  which  may  be  negotiated  under  the  Asian 
Development  Fund.  In  fiscal  year  1956,  loan 
agreements  amounted  to  $210  million. 

Streamlining  Operational  Procedures 

During  the  current  fiscal  year,  ICA  has  taken 
a  number  of  actions  designed  to  simplify  and  ac- 
celerate the  processes  of  program  development 
and  execution.  There  has  been  much  greater  em- 
phasis on  concentrating  available  resources  on  pro- 
grams most  directly  related  to  the  achievement  of 
basic  policy  objectives  of  the  United  States,  with  a 
consequent  elimination  of  projects  of  marginal 
significance. 

Following  a  special  study  completed  in  the  sum- 
mer of  1956,  ICA  introduced  several  meas- 
ures to  simplify  and  expedite  the  implementation 
of  programs  involving  specific  projects.  These 
measures  included  the  granting  of  more  operat- 
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ing  authority  and  responsibility  to  ICA  missions 
abroad. 

The  process  of  approving  programs  in  Wash- 
ington was  revised  to  permit  a  more  careful  analy- 
sis of  the  status  of  funds  previously  made  avail- 
able, for  existing  projects.  Through  this  device, 
it  is  now  possible  to  appraise  more  accurately  the 
need  for  allocating  additional  funds  to  continuing 
projects. 

Intensive  study  is  being  directed  to  the  chronic 
problems  created  in  the  process  of  having  to  com- 
plete a  cycle  of  programming  activities  within 
each  fiscal  year.  The  objective  of  this  study  is  to 
introduce  measures  along  the  lines  of  standardiz- 
ing and  simplifying  the  field  missions"  recom- 
mendations for  suggested  programs,  and  for  ad- 
vancing the  timing  of  program  approvals  so  that 
those  missions  can  begin  to  implement  ap- 
proved programs  shortly  after  the  Congress  has 
acted  on  the  appropriation  for  the  fiscal  year.  In 
addition,  new  procedures  are  being  built  into  the 
process  of  program  development  which  will  pro- 
vide a  clearer  picture  of  the  number  and  kind>  of 
technicians  that  will  be  needed  during  the  subse- 
quent fiscal  year  as  against  those  that  will  lie 
available. 

New  Personnel  Policies  and  Procedures. — The 
difficulties  encountered  in  obtaining  and  retain- 
ing qualified  personnel  willing  to  work  over- 
seas has  continued  to  hamper  the  execution  of  mu- 
tual security  programs.  Although  recruitments 
exceeded  separations  by  250  during  the  calendar 
year  1956,  about  460  unfilled  positions  remained 
at  the  end  of  the  year,  approximately  the  same  as 
at  the  close  of  1955. 

To  minimize  these  difficulties,  ICA  is  introduc- 
ing new  personnel  policies  and  procedures.  These 
include  a  planned  rotation  of  personnel  between 
the  held  and  Washington,  and  new  approaches  to 
promotion,  reassignment,  recruitment,  and  train- 
ing. It  is  expected  that  these  measures  will  yield 
benefits  in  the  form  of  reduction  in  turn-over  of 
personnel,  greater  continuity  of  essential  overseas 
operations,  and  more  effective  planning  anil  execu- 
tion of  programs. 

Administrative  Problems. — For  the  l'.l.">7  fiscal 
year,  about  $34  million  was  approved  for  the* 
overall  planning,  execution,  and  administrative 
support  of  nonniilitary  programs  amounting  to 
$1,741*  million  in  new  appropriations  for  some  To 
countries.      Thus    the    amount    designated     for 


overall  administration  is  less  than  -2  percent  of  the 
program  appropriations.  In  addition,  ICA  is  re- 
sponsible for  administering  the  use  of  substantial 
amounts  of  foreign  currencies  acquired  from 
>ales  of  U.  S.  surplus  agricultural  commodities. 
These  responsibilities  will  increase  as  greater 
amounts  of  such  local  currencies  become  available 
for  use  in  economic  development  activities. 

In  terms  of  manpower  and  overhead  expenses, 
the  most  costly  activities  administered  by  ICA 
are  in  technical  cooperation  and  in  assistance  for 
specific  development  projects.  Project  type  aid 
planned  for  the  1957  fiscal  year  is  about  60  per- 
cent more  than  the  amount  for  the  preceding 
year.  In  comparison  with  aid  in  the  form  of 
large-scale  commodity  shipments,  which  typified 
earlier  years  of  the  mutual  security  program,  the 
allocation  of  United  States  resources  for  specific 
projects  is  administratively  a  much  more  com- 
plicated and  expensive  process.  This  is  particu- 
larly true  in  underdeveloped  countries,  which 
generally  lack  the  managerial  and  technical  skills 
required  to  develop  and  execute  such  activities. 
Thus  the  large  shift  in  the  mutual  security  pro- 
gram front  Europe  to  the  underdeveloped  areas 
of  the  world  has  imposed  a  greater  administra- 
tive burden  on  ICA.  This  burden  is  being  in- 
creased as  additional  countries  in  underdeveloped 
areas,  such  as  Morocco  and  Tunisia,  receive  assist- 
ance under  the  mutual  security  program. 

It  became  increasingly  evident  during  the 
period  that  ICA  is  not  adequately  staffed  to  di- 
rect and  control  these  activities  in  as  ef- 
fective and  efficient  a  manner  as  the  Congress 
would  desire  and  as  the  importance  of  these  pro- 
grams to  United  States  security  interests  de- 
mands. The  changing  character  of  the  program, 
with  increasing  emphasis  upon  the  under- 
developed countries  and  upon  project-type  assist- 
ance, and  the  significantly  increased  local  currency 
programs,  make  it  essential  that  increased  funds 
be  made  available  for  program  management 
purposes. 

Reduction  of  ICA  Staff  in  Europe.— With  the 
additional  phasing  out  of  economic  programs  in 
Europe,  ICA  continued  to  close  its  European  mis- 
sions and  reduce  existing  staffs.  During  the  1956 
fiscal  year,  ICA  missions  were  terminated  in  Nor- 
way, Denmark.  Belgium,  and  the  Netherlands. 
ICA  employees  have  been  withdrawn  from  these 
countries.     During   July-December    1956,   offices 
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were  closed  in  West  Germany,  Austria,  and 
France.  Residual  ICA  staffs  were  attached  tem- 
porarily to  the  embassies  in  the  three  countries 
in  order  to  liquidate  remaining  ICA  activities. 
Present  plans  call  for  the  closing  of  the  London 
and  Rome  missions  by  the  end  of  June  1957,  and 
the  further  reduction  of  staff. 

The  Asian  Development  Fund 

Under  mutual  security  legislation  enacted  in 
1955,  $100  million  was  appropriated  for  the 
President's  Fund  for  Asian  Economic  Develop- 
ment. This  fund  remains  available  until  June 
30,  1958,  and  is  being  used  primarily  to  furnish 
assistance  to  projects  of  benefit  to  the  Asian  re- 
gion as  a  whole,  or  to  groups  of  countries  within 
the  region,  as  a  means  of  fostering  cooperation 
in  the  economic  growth  of  the  Asian  area.  Pro- 
posed projects  approved  or  under  consideration 
total  approximately  the  amount  authorized;  pro- 
jects valued  at  over  $30  million,  including  the 
Asian  Nuclear  Center,  have  received  specific 
approvals. 

Asian  Nuclear  Center. — Important  steps  were 
taken  during  the  half-year  toward  the  establish- 
ment of  a  regional  nuclear  center  in  the  Philip- 
pines. The  center  as  contemplated  would  be  a 
major  facility  for  research,  training,  and  develop- 
ment of  practical  applications  of  atomic  energy 
to  the  problems  of  the  whole  area  of  free  Asia. 
In  addition,  it  would  symbolize  the  efforts  of  a 


large  group  of  countries  of  diversified  interests 
and  culture  to  achieve  closer  cooperation. 

At  the  request  of  ICA,  a  team  of  American 
scientists  assembled  by  the  Brookhaven  National 
Laboratory  conducted  a  survey  in  Asia  in  April 
1956,  to  assess  the  problems  involved  in  develop- 
ing such  a  center.  In  December,  the  report  pre- 
pared by  the  team  was  distributed  by  the  United 
States  to  the  16  other  nations  participating  at  the 
meeting  of  the  Colombo  Plan  Consultative  Com- 
mittee at  Wellington,  New  Zealand.  The  report 
concluded  that,  with  appropriate  training  ar- 
rangements and  a  proper  balance  in  staff  and  fa- 
cilities, the  establishment  of  an  Asian  Regional 
Nuclear  Center  is  considered  to  be  entirely  fea- 
sible and  capable  of  contributing  significantly  to 
the  scientific  and  technological  development  of 
the  region.  At  the  Wellington  meeting,  the 
United  States  announced  its  willingness  to  con- 
tribute $20  million  toward  the  capital  and  operat- 
ing costs  of  the  project,  subject  to  mutually  satis- 
factory arrangements  being  worked  out  by  the 
participating  countries.  The  United  States  also 
suggested  that  an  inter-nation  working  group 
be  organized  to  develop  the  project  and 
make  recommendations  to  the  participating  gov- 
ernments. Work  has  begun  on  preparation  for 
a  meeting  of  such  a  group. 

Other  Regional  Projects  in  Asia. — During  the 
second  half  of  1956,  a  contractor  was  selected  and 
arrangements  completed  to  permit  a  detailed  sur- 
vey of  a  regional  telecommunications  system  for 
Thailand,  Laos,  and  free  Viet  Nam.  The  absence 
of  effective  communications  has  handicapped  trade 
and  economic  development  both  in  those  nations 
and  in  the  region  as  a  whole.  A  modern  network 
of  communications  could  link  all  important  cities 
within  the  three  countries  and  extend  into  their 
rural  areas.  It  could  be  tied  up  also  with  centers 
of  trade  such  as  Singapore,  Manila,  Djakarta, 
Rangoon,  and  Calcutta. 

A  program  of  $5  million  was  approved  for  the 
survey  and  construction  of  roads  in  Nepal  to  be 
linked  with  roads  and  railheads  in  India  in  order 
to  facilitate  expanded  trade  and  transport  between 
these  two  countries.  Negotiations  are  now  under 
way  on  agreements  covering  the  project. 

Arrangements  were  initiated  to  finance  a  sur- 
vey of  road,  rail,  and  port  improvements  necessary 
to  develop  transportation  connections  between 
Pakistan    and    Afghanistan.     Such    a    program 
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would  not  only  help  to  increase  trade  and  other 
interchange  between  the  two  countries  but  would 
also  widen  landlocked  Afghanistan's  contacts  with 
the  rest  of  the  free  world. 

Use  of  Surplus  Agricultural  Commodities 

ICA  continued  to  assist  on  three  broad  pro- 
grams in  putting  United  States  surplus  farm  prod- 
ucts to  constructive  use  overseas. 

Sales  of  $115  Million  Worth  Under  the  Mutual 
Security  Act. — Section  402  of  the  Mutual  Security 
Act  of  1956  requires  that  not  less  than  $250  million 
of  funds  appropriated  be  used  to  finance  the  ex- 
port and  sale  of  United  States  surplus  agricul- 
tural commodities  for  foreign  currencies.  During 
July-December  1956,  authorizations  issued  for 
sales  of  surplus  commodities  under  this  section 
totaled  $115  million;  additional  sales  were  under 
negotiation.  The  local  currency  proceeds  of  such 
sales  will  be  used  by  the  United  States  to  carry  out 
the  objectives  of  mutual  security  activities  for 
which  dollar  funds  were  appropriated. 

Food  and  feed  grains,  amounting  to  $56  mil- 
lion, comprised  about  half  of  the  sales  under  Sec- 
tion 402.  Other  sales  include  $23  million  worth 
of  cotton,  $17  million  of  fats  and  oils,  $5  million 
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of  dairy  products,  $2.5  million  of  eggs  and  $11 
million  of  other  commodities.  Ocean  transpor- 
tation costs  are  included.  Commodities  are  con- 
sidered eligible  for  sale  in  accordance  with  the 
recommendations  of  the  Secretary  of  Agriculture, 
and  are  sold  generally  at  United  States  export 
market  prices.  Private  trade  channels  are  used 
to  the  maximum  extent  possible.  Shipments  are 
subject  to  the  statutory  requirement  that  50  per- 
cent be  shipped  in  the  United  States-flag  vessels 
as  far  as  practicable. 

Uses  of  Sales  Proceeds  Under  Title  1  of  Public 
Law  480. — Agreements  signed  up  to  December  31, 

1956,  under  the  Agricultural  Trade  Development 
and  Assistance  Act  of  1954  (Public  Law  480  as 
amended)  provide  that  about  $1.1  billion  of  local 
currencies  accruing  from  the  sales  of  United 
States  surplus  agricultural  commodities  will  be 
available  for  loans  to  23  countries  to  promote  eco- 
nomic development  and  multilateral  trade- 
Plans  for  the  productive  use  of  these  funds, 
which  are  administered  by  ICA,  are  gradually 
being  developed.  Foreign  governments  may  use 
such  local  currency  resources  to  supplement 
planned  expenditures  for  roads  and  other  public 
works;  to  cover  local  costs  of  development  proj- 
ects for  which  foreign  exchange  financing  is 
available;  and  for  relending  to  private  enterprise 
through  their  own  banking  facilities. 

Eighteen  loan  agreements  have  been  concluded 
thus  far  with  11  countries;  9  of  these  were  signed 
with  7  countries  during  the  second  half  of  1956: 
Austria,  Brazil,  Colombia,  Greece,  Israel,  Japan, 
and  Yugoslavia.  Total  agreements  provide  lo- 
cal currency  loans  equivalent  to  $354  million; 
loans  of  $248  million  were  negotiated  during  the 
half-year. 

Local  currency  proceeds  may  also  be  used  to 
purchase  goods  or  services  for  other  friendly 
countries.  The  equivalent  of  about  $23.5  million 
has  been  specifically  earmarked  for  this  purpose, 
and  unspecified  amounts  of  currencies  set  aside  for 
various  United  States  purposes  may  be  used  to 
finance  such  purchases. 

Title  11  of  Public  Law  480.— Title  II  of  Public 
Law  480,  administered  by  the  International  Co- 
operation Administration,  provides  that  up  to  $500 
million  of  commodities  held  by  the  Commodity 
Credit  Corporation  may  be  used  in  programs 
undertaken  over  a  3-year  period  ending  June  30, 

1957,  to  help  friendly  foreign  people  in  time  of 
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need.  The  Act  provides  that  ocean  freight  may  be 
financed  on  these  shipments,  as  well  as  on  surplus 
foods  donated,  under  title  III  of  the  act,  to  United 
States  voluntary  agencies  and  intergovernmental 
agencies  for  distribution  abroad.  As  of  December 
31,  cumulative  authorizations  totaled  $280  million, 
including  $53  million  of  commodity  shipments 
authorized  during  July-December  1956  and  about 
$16  million  of  ocean  transportation  costs. 

Some  $15  million  of  surplus  foods,  including 
freight  costs,  is  for  relief  of  the  Hungarian  refu- 
gees in  Austria  and  elsewhere,  and  for  distribution 
to  needy  people  of  Hungary  under  the  supervision 
of  the  International  Committee  of  the  Red  Cross. 
The  initial  emergency  was  met  mainly  from  stocks 
held  by  United  States  voluntary  relief  agencies, 


which  are  to  be  replaced.  Direct  shipments  of 
commodities  for  Hungarian  assistance  will,  be 
made  from  CCC  stocks  as  needs  can  be  determined. 

Substantial  amounts  of  surplus  commodities 
were  sent  to  a  number  of  countries  during  this 
period  to  alleviate  hardship  from  typhoons, 
floods,  drought,  and  frosts.  The  main  recipients 
were  Iran,  Libya,  Afghanistan,  Tunisia,  Bolivia, 
and  the  Kyukyu  Islands. 

Other  authorizations  include  $12.6  million  and 
$15  million,  respectively,  for  expansion  of  school 
lunch  programs  in  Japan  and  Italy:  $1.6  million 
worth  of  dried  milk  for  flood  victims  in  India; 
and  fulfillment  of  previous  commitments  for  re- 
lief supplies  to  Yugoslavia,  British  Honduras,  and 
Mexico. 
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CHAPTER  III 


Other  Aspects  of  the 
Mutual  Security  Program 


Expansion  in  Investment 
Guaranty  Program 

The  investment  guaranty  program  encourages 
American  private  investors  to  participate  in 
achieving  the  economic  objectives  of  the  Mutual 
Security  Act  by  offering  them  insurance  protection 
for  their  investments  overseas.  This  insurance 
formerly  covered  only  risks  of  inconvertiblity  of 
foreign  currency  receipts  and  loss  through  expro- 
priation or  confiscation.  The  Mutual  Security  Act 
of  1956  expanded  the  coverage  to  include  direct 
loss  from  war.  In  addition,  the  act  increased  the 
guaranty  issuing  authority  to  $500  million  from 
the  original  level  of  $200  million  and  provided  for 
a  system  of  fractional  reserves  against  liabilities  in 
place  of  the  previous  requirement  of  100  percent 
reserves.  The  act  also  extended  the  program  un- 
til June  30, 1967. 

Before  American  private  investments  in  a  for- 
eign country  are  insured,  the  United  States  negoti- 
ates formal  agreements  with  the  government  of 
that  country  containing  certain  assurances  with 
respect  to  rights  of  United  States  citizens  and  the 
United  States  Government.  During  the  second 
half  of  1956,  an  agreement  was  concluded  with 
Jordan,  bringing  to  31  the  total  number  of  coun- 
tries with  which  agreements  have  been  reached. 

During  July-December  1956,  11  contracts 
amounting  to  $6.2  million  were  issued  on  the  new 
fractional  reserve  basis.  For  purposes  of  deter- 
mining reserves  adequate  to  cover  these  contracts, 
it  is  estimated  that  the  probable  ultimate  net  cost 
to  the  United  States  under  these  contracts  will  not 
exceed  $1.7  million. 

The  additional  contracts  raised  the  total  number 
issued  to  144,  providing  protection  up  to  $123.5 
million  for  investments  in  15  countries.     Of  this 


number,  109  contracts,  amounting  to  $92.5  million, 
were  for  convertibility  insurance;  the  remainder 
were  for  expropriation  insurance.  No  contracts 
wei'e  written  for  insurance  against  loss  by  reason 
of  war,  because  agreements  with  participating  gov- 
ermnents  on  this  type  of  risk  were  in  the  negotia- 
tion stage. 

Reflecting  increased  investor  interest  in  the  pro- 
gram, applications  during  the  half-year  amounted 
to  $237.7  million;  those  pending  at  the  close  of 
1956  reached  a  new  high  of  $510.1  million  and  cov- 
ered proposed  investments  in  25  countries. 

About  $1.7  million  in  insurance  fees  was  col- 
lected by  the  close  of  1956,  of  which  some  $103,000 
was  received  during  the  half-year.  There  have 
been  no  claims  for  payments  under  investment 
guaranty  contracts. 

Opportunities  for  American 
Small  Business 

ICA's  Office  of  Small  Business  continued  to  ex- 
pand its  activities  of  alerting  American  business 
firms,  particularly  smaller  enterprises,  to  procure- 
ment and  service  opportunities  under  ICA- 
financed  programs.  In  December,  the  office  as- 
sumed responsibility  for  publication  of  the  pro- 
curement information  bulletins,  and  also  began 
to  issue  a  new  series  of  notices  of  contracts  con- 
summated with  ICA.  These  notices  alert  sup- 
pliers to  the  possibilities  for  selling  materials  to 
firms  which  have  obtained  the  contracts.  To 
improve  compliance  with  legislative  requirements 
governing  the  marking  of  aid  goods,  arrangements 
were  made  through  the  cooperation  of  United 
States  banks  whereby  all  letters  of  credit  issued 
under  ICA  financing  now  carry  a  clause  calling 
attention  to  these  requirements  and  providing  for 
certification  of  compliance. 
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The  Office  of  Small  Business  published  advance 
procurement  information  on  1,350  transactions 
during  the  July-December  period.  In  addition  to 
the  advance  notices  on  procurement,  award  notices 
were  published  listing  successful  bidders  on  6,731 
ICA-ftnancied  purchases  for  the  information  of 
American  organizations  specializing  in  services, 
such  as  freight  forwarders  and  transportation 
companies.  Memoranda  were  issued  providing 
general  information  of  current  interest  to  firms 
engaged  in  exporting. 

Effects  of  the  Ship  Shortage 

The  difficulties  encountered  in  the  first  half  of 
1956  in  obtaining  enough  ocean-going  vessels  to 
carry  United  States  aid  goods  became  even  more 
pronounced  during  the  second  half  of  the  year 
as  the  worldwide  strain  on  available  shipping- 
increased.  The  situation  reached  an  acute  state 
in  October  when  the  Suez  Canal  was  closed. 

In  May  1956,  ICA  tried  to  cope  with  the  mount- 
ing shortage  of  ships  by  applying  to  the  Federal 
Maritime  Board  for  a  minimum  of  30  vessels  to 
be  broken  out  from  the  reserve  fleet.  At  a  hearing 
before  the  Maritime  Board  in  June,  ICA  strongly 
urged  that  the  reduced  availability  of  ships  re- 
sulting from  the  rapid  increase  in  shipments  of 
coal  to  Europe  and  the  steady  worldwide  growth 
in  international  trade  should  not  be  allowed  to 
delay  United  States-financed  cargoes;  nor  should 
abnormally  high  freight  rates  be  permitted  to 
absorb  an  undue  share  of  mutual  security  funds. 

During  the  second  half  of  1956,  ICA  continued 
to  press  for  reactivation  of  Government-owned 
vessels  from  the  "mothball  fleet".  Until  Septem- 
ber, only  a  few  such  ships  had  been  released. 
However,  when  the  ICA  forecast  of  expected  de- 
velopments was  borne  out  by  an  increasingly 
severe  shortage  of  ships,  intensified  by  the  closing 
of  the  Suez  Canal,  more  vessels  were  broken  out 
from  the  reserve  fleet.  Further  to  alleviate  the 
pressure  on  shipping  facilities,  ICA  also  sup- 
ported applications  to  the  Maritime  Board  made 
by  segments  of  the  United  States  shipping  indus- 
try for  the  release  of  vessels  to  carry  commercial 
cargoes,  principally  coal  to  Europe.  By  the  close 
of  the  year,  United  States  ship  operators  had 
filed  applications  for  more  than  300  vessels.  Of 
this  number,  the  Board  had  determined  that  about 
116  ships  might  be  made  available,  including  70 
for  Government  cargoes. 


Freight  Rates  Reach  Peak. — A  sharp  rise  in 
ocean  freight  rates,  resulting  from  the  shortage 
of  ships,  imposed  a  heavy  drain  on  mutual  se- 
curity funds  used  for  transporting  aid  goods, 
thus  reducing  amounts  available  for  other  ele- 
ments of  assistance.  Illustrative  of  the  magni- 
tude of  the  increase  in  freight  rates,  the  rate  from 
Hampton  Koads  to  Europe  for  commercially  pro- 
cured coal  increased  from  $8.50  per  ton  in  Sep- 
tember 1955  to  an  all-time  peak  of  $16.75  early  in 
December  1956.  By  the  end  of  the  year,  the  rate 
had  leveled  off  to  $14  after  the  action  of 
the  Federal  Maritime  Board  in  releasing  ships 
from  the  mothball  fleet.  Because  the  coal  trade 
is  the  bellwether  for  tramp  freight  rates  in  gen- 
eral, there  were  nearly  comparable  rate  increases 
for  almost  all  other  cargoes,  including  many 
shipped  under  the  mutual  security  program. 

Shipments  to  and  from  the  United  States. — 
Preliminary  estimates  indicate  that  during  the 
1957  fiscal  year  the  mounting  shortage  of  United 
States-flag  tramp  vessels  will  have  a  more 
marked  effect  than  in  the  preceding  year  on  the 
attainment  of  the  50  percent  minimum  statutory 
requirement  pertaining  to  the  use  of  such  vessels. 
Moreover,  a  larger  number  of  waivers  of  this  re- 
quirement may  have  to  be  granted  because  of  re- 
duced availability  of  ships  under  the  United 
States  flag.  Carriage  by  liners,  however,  is  not 
likely  to  be  so  seriously  affected. 

Of  the  outgoing  cargoes  shipped  during  fiscal 
year  1956,  United  States-flag  tramp  vessels  car- 
ried 2  million  tons,  or  52  percent  of  the  tramp 
total.  In  the  liner  category,  over  1.6  million 
tons,  amounting  to  71  percent  of  the  liner  total, 
moved  on  United  States  vessels.  Tanker  ship- 
ments consisted  of  less  than  50,000  tons  of  vege- 
table oils  and  registered  76  percent  United  States- 
flag  performance. 

Sixty  percent  of  all  military  end-items  shipped 
during  July-December  1956,  and  70  percent  dur- 
ing the  1956  fiscal  year,  was  carried  on  United 
States-flag  commercial  vessels.  Over  the  whole 
period  of  the  mutual  security  program,  60  per- 
cent of  the  total  military  goods  shipped  have  been 
moved  on  such  vessels. 

Inbound  shipments  of  strategic  materials  for 
the  period  July  1,  1956,  through  November  30, 
1956,  registered  61  percent  participation  by 
American-flag  liner  vessels. 
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Shipments  Between  Foreign  Countries. — ICA- 

finaneecl  shipments  between  foreign  ports  also 
were  in  compliance  with  the  statute  for  the  1956 
fiscal  year.  Of  the  1.6  million  tons  shipped  on 
liners,  nearly  1-3  million  tons  were  carried  in  for- 
eign ships  over  routes  for  which  no  United  States 
vessels  were  available.  The  United  States -flag 
portion  of  the  remaining  tonnage  was  60  percent. 
Tramp  category  shipments  amounted  to  461,000 
tons,  of  which  116,000  tons  moved  on  foreign-flag 
vessels  because  carriage  could  not  be  arranged  on 
United  States  ships.  Sixty-seven  percent  of 
the  balance  was  shipped  on  United  States-flag 
vessels.  All  tanker  shipments  were  on  foreign 
flagships,  again  because  of  nonavailability  of 
United  States  vessels. 

The  United  States  Escapee  Program 

The  United  States  Escapee  Program  assists  in 
the  reception  and  care  of  those  who  seek  asylum 
from  Soviet-dominated  countries  of  Eastern 
Europe  and  Asia,  and  in  effecting  their  reestablish- 
ment  within  free-world  countries.  Operating 
through  contractual  arrangements  with  appro- 
priate voluntary  and  intergovernmental  agencies, 
the  program  places  primary  emphasis  on  facili- 
tating overseas  resettlement  of  escapees  or,  where 
that  is  not  feasible,  their  local  integration.  In 
addition  to  resettlement  support  projects,  related 
interim  assistance  is  provided  in  care  and  mainte- 
nance, medical  aid  and  training,  supplementary  to 
that  available  through  local  and  other  sources. 
Over  90,000  escapees  have  been  assisted  since  the 
program  began  in  1952 ;  more  than  40,000  of  them 
have  been  successfully  resettled. 

The  program  made  an  important  contribution 
toward  alleviating  the  refugee  problem  which  re- 
sulted from  Soviet  repression  of  the  Hungarian 
revolution  in  November  1956.  Efforts  continue 
in  resettling  the  Hungarian  refugees  and  in 
providing,  as  necessary  and  in  the  absence  of 
other  resources,  supplementary  care  and  mainte- 
nance during  their  stay  in  Austria. 

In  Europe,  the  escapee  program  had  on  its  reg- 
ister on  July  1,  1956,  about  26,000  escapees  who 
were  eligible  for  assistance.  Despite  the  addition 
of  approximately  11,000  persons  during  the  fol- 
lowing half-year  (exclusive  of  new  Hungarian 
refugees)  the  caseload  was  reduced  by  December 
31  to  some  24,000  through  overseas  resettlement 
and  local  integration. 


In  the  Far  East,  principally  in  Hong  Kong,  the 
program  has  continued  to  assist  anti-Communist 
political  refugees,  through  projects  carried  out  by 
voluntary  agencies.  Thus  far,  more  than  16,000 
such  refugees  have  been  moved  from  Hong 
Kong  to  areas  of  permanent  resettlement,  mainly 
in  Taiwan  but  also  in  the  United  States,  Latin 
America,  and  Australia.  In  addition,  many  ref- 
ugees remaining  in  Hong  Kong  have  been  helped 
to  become  self-supporting  through  provision  of 
housing,  vocational  training,  and  medical  care. 

Multilateral  Programs 

The  program  of  United  Nations  Technical  As- 
sistance (UNTA)  carried  out  projects  in  over  90 
countries  and  territories  during  calendar  year 
1956  through  the  United  Nations  and  its  seven 
specialized  agencies.  About  1,600  experts  were 
employed  in  these  projects.  Some  2,200  fellow- 
ships were  awarded  for  trainees.  The  United 
States  pledged  $15.5  million  to  the  UNTA  pro- 
gram for  calendar  year  1956,  subject  to  the  condi- 
tion that  this  contribution  would  not  exceed  50 
percent  of  the  total  contributions  of  all  govern- 
ments. In  light  of  this  provision,  the  final  United 
States  pledge  was  about  $14.4  million.  For  the 
calendar  year  1957  program,  the  United  States 
again  pledged  $15.5  million,  of  which  $14  million 
will  be  subject  to  the  same  50  percent  condition 
and  the  remainder  to  a  lower  percentage  limita- 
tion to  be  announced  later. 

Under  the  technical  cooperation  program  of 
the  Organization  of  American  States,  seven 
regional  training  centers  were  operated  in  Latin 
America  in  calendar  year  1956.  The  United 
States  pledged  up  to  $1.5  million  to  this  1956 
program,  provided  that  this  contribution  would 
not  exceed  70  percent  of  the  total  contributed  by 
all  participating  American  Republics.  Inasmuch 
as  the  other  American  republics  pledged  $515,000, 
the  final  United  States  contribution  was  $1.2 
million. 

The  United  Nations  Childrens  Fund,  one  of  the 
most  highly  regarded  of  the  United  Nations  vol- 
untary programs,  continued  to  expand  its  opera- 
tions in  calendar  year  1956.  An  estimated  37 
million  children  and  mothers  received  assistance 
in  98  countries  during  the  year,  5  million  more 
than  in  1955.  The  United  States  contributed  $9.7 
million  to  the  calendar  year  1956  program,  which 
represented  57.5  percent  of  total  contributions  by 
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governments  to  the  central  account.  Almost  $40 
million  of  additional  funds  were  provided  by 
governments  receiving  aid.  The  United  States 
has  pledged  a  contribution  of  $10  million  for  1957 
on  the  condition  that  it  does  not  exceed  55  percent 
of  contributions  from  all  governments. 

The  United  Nations  Refugee  Fund  aided 
approximately  16,500  refugees  during  calen- 
dar year  1956.  About  12,000  refugees  were  as- 
sisted in  establishing  themselves  as  self-support- 
ing citizens  of  the  free  world ;  about  500,  including 
dependents,  were  assisted  in  finding  institutions 
providing  care  and  maintenance;  and  approxi- 
mately 4,000  destitute  refugees  who  could  be 
helped  through  no  other  source  were  given 
emergency  aid.  The  United  States  contributed 
$1.2  million  to  the  Fund  in  calendar  year  1956. 

The  Intergovernmental  Committee  for  Euro- 
pean Migration  moved  almost  68,000  migrants  and 
refugees  out  of  Europe  during  the  second  half  of 
1956,  bringing  the  total  movement  for  the  year  to 
some  130,000.     In  addition  to  its  usual  operations. 


the  Committee  during  November  and  December 

1956  assisted  in  the  movement  of  more  than  88,000 
Hungarian  refugees  out  of  Austria.  The  Union 
of  South  Africa  joined  the  migration  committee  in 
October,  bringing  the  total  membership  to  27  gov- 
ernments. The  United  States  Government  con- 
tributed $11.6  million  to  this  program  in  1956. 

The  program  of  the  United  Nations  Relief 
und  Works  Agency  for  Palestine  Refugees  in 
the  Near  East  continued  at  a  slightly  higher 
rate  during  July-December  1956.  For  the 
agency's  fiscal  year  1957,  beginning  July  1.  1956, 
the  United  States  pledged  $17.5  million  for  relief 
purposes,  not  to  exceed  70  percent  of  total  contri- 
butions. This  compared  with  $16.7  million  con- 
tributed in  the  preceding  year.     One-half  of  the 

1957  pledge  had  been  paid  by  December  1956. 
Although  faced  with  exceptionally  difficult  po- 
litical problems  in  the  Near  East,  the  agency  pro- 
vided subsistence  to  over  920,000  refugees  in  Gaza, 
Jordan,  Lebanon,  and  Syria.  Since  1954,  natural 
increase  has  augmented  the  number  of  refugees  at 
a  rate  of  almost  20,000  a  vear. 
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